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ANALYSIS OF THE SOCIAL SECURITY SYSTEM 


WEDNESDAY, NOVEMBER 18, 1953 


House or REPRESENTATIVE, 
SUBCOMMITTEE ON SOCIAL SECURITY OF 
THE COMMITTEE ON Ways AND MEANS, 
Washington, D. C. 

The subcommittee met at 10 a. m., pursuant to recess, in the main 
hearing room of the Committee on Ways and Means, Hon. Carl T. 
Curtis, chairman of the subcommittee, presiding. 

Present: Representatives Curtis (presiding), Goodwin, Baker, Cur- 
tis of Missouri, and Mills. 

Present also: Representative Eberharter. 

Subcommittee staff members present: Robert H. Winn, chief 
counsel; Karl T. Schlotterbeck, staff director; George R. Leighton, 
editor and consultant; Rita R. Campbell, economist; James E. Finke, 
Howard Friend, Government research analysts; Wallace M. Smith, 
attorney; Eileen R. Browne, clerk; present also, Russell E. Train, 
clerk, and Leo H. Irwin, minority adviser, Committee on Ways and 
Means. 

Chairman Curtis. The committee will come to order, please. Mr. 
Ball, will you and whoever is appearing with you please come for- 
ward? 


STATEMENT OF ROBERT M. BALL, ACTING DIRECTOR, BUREAU OF 
OLD AGE AND SURVIVORS INSURANCE, ACCOMPANIED BY EWELL 
T. BARTLETT, ASSISTANT DIRECTOR IN CHARGE OF DIVISION 
OF CLAIMS CONTROL, AND HAROLD P. PACKER, ASSISTANT GEN- 
ERAL COUNSEL, DEPARTMENT OF HEALTH, EDUCATION, AND 
WELFARE 


Chairman Courris. I want to welcome you gentlemen back to our 
hearings. You gave us a great deal of information in your last ap- 
pearance here and your services are further needed and we will be 
using you quite a little, not only today, but in some days to follow. 
Today the subject that we are going to take up is the coverage of 
title II. Mr. Ball, you have a prepared statement, do you not 4 

Mr. Batu. Yes, Mr. Chairman. 

Chairman Curris. You may proceed with your prepared statement. 

Mr. Batu. I have a statement in reply to certain questions prepared 
by the staff of the subcommittee about the coverage of the old age and 
survivors insurance program. 

The first two questions are as follows: 

(1) What are the basic old age and survivors insurance cov- 
erage provisions, with respect to both employment for wages and 
salaries and to self-employment ? 
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(2) What specific types of employment and self-employment 
are excluded from old age and survivors insurance coverage ? 

In reply to the questions I will summarize briefly the coverage pro- 
visions of the program, since I understand that the subcommittee 
wishes to have a brief nontechnical explanation. I would like also, 
however, to insert in the record a technical explanation of the cover- 
age provisions in chart form. 

Chairman Curtis. Without object ion, it will be so ordered. We will 
be very glad to have it. 

Mr. Bauu. Benefits under the old-age and survivors insurance pro- 
grams are intended as a partial replacement for earnings lost when 
a worker retires or dies. Coverage under the program is therefore 
related basically to earnings—that is, to income from work. The basic 
coverage provisions are contained in the definitions of “wages,” “em- 
ployment,” “net earnings from self-employment,” and self-employ- 
ment income” in title II of the Social Security Act and in parallel pro- 
visions in the Federal Insurance Contributions Act and the Self- 
Employment Contributions Act as well as provisions of the income tax 
law. 

Only the first $3,600 of earnings from covered work received by an 
individual in a year is creditable toward benefits under the program. 
Moreover, certain types of payment are excluded from creditable 
wages. These include payments with respect to retirement (employer 
contributions and retirement payments); payments to, or contribu- 
tions on behalf of, employees or any of their dependents under a plan 
or system providing benefits on account of sickness or accident disa- 
bility, medical or hospitalization expenses in connection with sickness 
of accident disability, or death; payments made to, or on behalf of, em- 
ployees or their beneficiaries from a stock bonus or profit-sharing 
fund exempt from tax under section 165 (a) of the Internal Revenue 
Code; sick pay under certain circumstances; payment of the employee’s 
tax under the Federal Insurance Contributions Act or under a State 
unemployment compensation law; and standby pay other than vaca- 
tion or sick pay to an employee aged 65 or over. Tips and other gratu- 
ities paid to the employee by someone other than the employer are also 
excluded from creditable wages unless the employer requires the em- 
ployee to account for such payments. Other exclusions from creditable 
wages are reflected in the description of the coverage provisions which 
follows: 

From a geographical standpoint, the coverage provisions of the 
program apply in the continental United States (including the outer 
continental shelf), Alaska, Hawaii, Puerto Rico, and the Virgin 
Islands, irrespective of residence or citizenship, except in the case 
of nonresident aliens who are self-employed and certain foreign agri- 
cultural workers. Outside of these geographical areas, only self- 
employed United States citizens, citizens who work abroad for Ameri- 
can employers, and certain employees, irrespective of citizenship, on 
American vessels and aircraft are subject to the provisions of the 
program. 

In general, old age and survivors insurance covers employment for 
wages in commerce and industry—jobs in mills, mines, offices, stores, 
banks, garages, hotels, restaurants, beauty parlors, and the like. It 
also covers certain types of self-employment activities by individuals 
where their net earnings therefrom amount to at least $400 a vear. 
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Regardless of the amount of income derived, however, certain persons, 
such as farm operators and individuals in specified professions, are not 
covered. 

Other major groups of covered employees are agricultural workers 
(except certain foreign agricultural workers) who are “regularly em- 
ployed”, (there is a technical definition of “regularly employed”), (but 
generally speaking, it means employed full time for about 6 months 
by an employer) and are paid cash wages for agricultural labor of at 
least $50 a quarter by that employer; domestic workers in private 
homes who are “regularly employed” (24 days in a quarter) by an 
employer and are paid cash wages of at least $50 a quarter by that 
employer; and, with certain exceptions, civilian employees of the 
Federal Government not covered by a Federal staff retirement system. 
Coverage is available to employees of nonprofit organizations (other 
than clergymen and members of a religious order) on an elective 
group basis, and by means of voluntary agreements between the in- 
dividual States and the Federal Government, to most State and local 
government employees not under State or local retirement systems. 

Because of the high degree of coordination between the old age and 
survivors insurance and railroad retirement programs, persons who 
work in the railroad industry may under certain conditions obtain 
credit for such work under the old age and survivors insurance pro- 
gram. In some cases, members of the Armed Forces are also given 
credits under old age and survivors insurance for their active service 
with such forces. In general, for each month of such service in the 
Armed Forces from September 1940 through June 30, 1955, a wage 
credit of $160 is granted. Such wage credits may not be used in 
computing benefits, however, if a periodic benefit based on the same 
period of service is determined to be payable by a Federal agency 
other than in the case of a benefit determined to be payable by the 
Veterans’ Administration. 

The principal groups of employees not now eligible for old age and 
survivors insurance coverage under Federal law are public employees 
covered under Federal, State, and local retirement systems; agri- 
cultural workers who do not work for one employer long enough to 
meet the “regularly employed” and $50-cash-wage tests contained in 
the law; domestic workers who do not meet similar tests which the 
law prescribes for such workers—that is, the 24-day $50 test for 
domestic workers: and clergymen and members of religious orders. 

Smaller groups excluded from coverage are certain fishermen, 
students and student nurses, internes, workers whose work is not in 
the course of the employer’s trade or business and who do not meet 
specified tests as to regularity of employment and amount of wages— 
those tests are the same as for domestic service, incidentally—indi- 
viduals in the employ of specified members of their immediate families, 
persons working for foreign governments, employees working for 
certain international organizations and newsboys under age 18 and 
certain newspaper and magazine distributors. 

The chief groups of self-employed persons not covered are farm 
operators and specified self-employed professional groups, such as 
doctors, lawyers, dentists, and architects. 

Certain types of income are not creditable toward benefits, includ- 
ing investment income such as dividends and interest (unless received 
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by a dealer in stocks and securities), rentals from real estate (unless 
received by a real-estate dealer), and gains or losses from the sale or 
exchange of capital assets. Also excluded from self-employment 
coverage are the performance of the functions of a public office; 
service covered by the Railroad Retirement Act; service by newsboys 
under age 18, and service performed by a minister in the exercise of 
his ministry or by a member of a religious order in the exercise of 
duties required by such order. 

So much for the provisions in the law relating to coverage. As to 
the effect of the coverage provisions, statistically speaking, which is 
what the third question I have been asked to answer relates to, the 
question is in three parts. I will take each part separately. 

(3) What are the basic statistics and estimates as to (1) the 
number of jobs and self-employment positions presently covered 
by old age and survivors insurance and excluded from old age 
and survivors insurance coverage ? 

We estimate that in December 1952, most of the figures I give will 
be related to that date because that was the last date on which we had 
the various kinds of breaks that the staff of the subcommittee wanted, 
of the 60.2 million individuals in paid civilian employment, about 48.2 
million were in jobs covered by old-age and survivors insurance. 
Remember this is a one-time figure, the situation in a week in December. 
You get quite a different picture if you take it in the course of the year. 
Thus about 8 out of 10 paid civilian jobs were covered under the pro- 
gram. Of the 48.2 million persons in covered jobs, about 46.7 million 
were covered on a compulsory basis and about 1.5 million under the 
special group-elective provisions applicable to employees of State and 
local governments and nonprofit organizations. An additional 500,000 
or so State and local and nonprofit employees were eligible under 
Federal law but had not actually obtained coveragee. Of the 46.7 
million covered on a compulsory basis, 42 million were in wage and 
salary employment and 4.7 million were self-employed. 

In addition, so far I have been talking about paid civilian employ- 
ment, some 3.6 million members of the Armed Forces, who were not 
covered by the regular contributory provisions of the program, would 
be eligible under certain conditions for wage credits under the program 
for military service occurring after September 15, 1940, and before 
July 1, 1955. 

Further breakdowns of these figures, with a statement describing 
their limitations, have been supplied to the staff of the subcommittee. 

The second part of this third question is: 

(3) What are the basic statistics and estimates as to (2) the 
number of individuals either receiving or being potentially 
eligible at the proper age for primary or sec condary old-age and 
survivors insurance benefits? 

As of December 31, 1952, somewhat over 5 million people were 
receiving monthly benefits under the program. I am keeping most 
of thes figures, for purposes of comparison, on a December 1952 basis, 
but I thought it would be interesting to the subcommittee to have the 
latest figure on that. As of September 1953 we are paying about 5.8 
million beneficiaries every month. 

Chairman Curtis. That is primary and secondary. 


Mr. Batu. Yes, it is all types of beneficiaries. By the end of the 


year it will be about 6 million. 


—— = 
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Chairman Curtis. You are coming to the breakdown between pri- 
mary and secondary ¢ 

Mr. Bauu. Yes, Mr. Chairman. 

Of the 5 million or so people on the benefit rolls at the end of 1952, 
about 3.8 million were 65 or over. About 2.6 million—over 2 million 
men and almost 600,000 women—were retired workers receiving old- 
age (primary) insurance benefits. About 700,000 were receiving wife’s 
or husband’s benefits and almost 500,000 were receiving widow’s, 
widower’s, or parent’s benefits. Of the remaining 1.2 million, about 
200,000 were mothers under age 65 having children in their care and 
almost a million were children. That is the beneficiary story, the ones 
receiving benefits, and now we have the question of protection. 

At the end of 1952, 66 million people were fully insured under old- 
age and survivors insurance, 25 million of them permanently. 

Mr. Esernarter. What was that number? 

Mr. Batu. The 66 million are the number who are fully insured as 
of this time. Out of that number and included in that number are 25 
million who are not only fully insured but they have worked long 
enough so they have that fully insured status permanently. They do 
not have to work any longer to be eligible for retirement benefits. 

Chairman Curtis. The statute used the term “current.” Is that 
synonymous with fully insured so far as the 66 million are concerned 
here? 

Mr. Bauu. At the present time people who are currently insured are 
also fully insured because of the new start. 

Chairman Curtis. The younger people would not, would they? 
Someone, say, in their thirties, might be currently insured but not 
actually insured ? 

Mr. Batu. Part of the definition of fully insured status has to do 
with the period up to the date of death. If they were to die at the 
present time six quarters would be enough for fully insured status, too. 

Chairman Curtis. For the purpose of survivors ? 

Mr. Bau. Yes, but they will need 10 years before they are eligible 
for retirement. 

Chairman Curtis. What I am getting at, there are not 66 million 
people fully insured for retirement benefits? 

Mr. Bau. Let us see if I can answer that question, Mr. Chairman, 
in a way that would be most helpful. 

Chairman Curtis. A fully insured man if he stopped working and 
paying was fully insured. 

Mr. Batu. The correct answer to that question would be the 25 
million. The 66 million have the fully insured status as defined in the 
law at this minute, but the difference between the 25 million and the 66 
million represents those who will have to do some additional work 
before they reach 65 in order to be eligible for retirement benefits. 

Chairman Curtis. Currently insured I always understood was some- 
one, regardless of new starts or otherwise, who at the moment had 
sufficient coverage that if he died he would be protected under the 
survivors benefits. 

Mr. Bau. That is correct, Mr. Chairman. 

Chairman Curtis. And that is the sense that you are using the term 
“permanently insured” here? 

Mr. Batu. No, Mr. Chairman. 
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Chairman Curtis. So far as the younger workers are concerned ? 

Mr. Bau. Mr. Chairman, could I expand a little on that point? 

Chairman Curtis. Here is what 1 want to know: These people, 41 
million of them, are as of the time of that tabulation currently in- 
sured? They were at least currently insured. I am subtracting 25 
million from 66 million. 

Mr. Batu. They were what the law defines as fully insured and 
included in that is a large number who would also be currently insured. 
To be fully insured an individual has to have 1 quarter out of 2 
quarters elapsing after 195U0—or attainment of age 22 if later—and 
up to the quarter of death or attainment of age 65. This 66 million 
means that that many people had this 1 quarter for 2 up to the time 
of December 1952. If they were to die then they would be fully 
insured. That does not mean that they will necessarily retain that 
fully insured status. In order to have it at 65 they will have to work 
an additional period, except for this 25 million who have it on a 
permanent basis. 

Chairman Curtis. And what you are talking about relates to the 
survivor benefits? 

Mr. Batu. Relates to the survivor benefits plus a “legup,” as it 
were on the other. 

Chairman Curtis. What would you term one who according to the 
present law could stop working, stop paying, and would be eligible for 
a retirement benefit ? 

Mr. Bau. Permanently fully insured is what we would call him. 
That is the 25 million. 

Chairman Curtis. I understand it, but I wanted to make sure that 
we had a meeting of the minds on our definitions. 

Mr. Eberharter. 

Mr. Exsernarter. The point that struck me is this term “fully in- 
sured” refers to this 41 million that may lose any benefit whatsoever. 
Is that what you mean by that, by failure to work from now on? 

Mr. Baty. Yes; they may not be eligible for retirement benefits. 

Mr. Esernarter. In an extreme case these 41 million may get noth- 
ing whatsoever ? 

Mr. Batu. I would expect that most of them would continue to 
work and be eligible. 

Mr. Esernarter. It’s nothing to worry about even though the po- 
tentiality is there. 

Mr. Batu. Yes, Mr. Eberharter. 

One result of the fact that there are 66 million who have this fully 
insured status right now is that 4 out of 5 of the mothers and children 
in the country are assured of receiving monthly benefits if the father 
of the family were to die. That is the present situation right now, 
that 4 out of 5 of those mothers and children would be immediately 
eligible for monthly survivors benefits. 

This was the picture of the protection provided by old-age and sur- 
vivors insurance at the end of 1952. I think the committee may be 
interested, also, in what may be expected in the future, so far as the 
aged at least are concerned. We estimate that even with the present 
limited coverage of the program, about two-thirds of the 15.5 million 
people over 65 in 1960 will be eligible for benefits at that time, that 
is, either getting benefits or able to get them on retirement. 
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Chairman Curtis. That is based not only on coverage of people 
who will become 65, but it is also brought about by reason of the fact 
that a lot over 65 will die off ? 

Mr. Bau. Yes, Mr. Chairman; that is, it is the proportion of those 
alive at that time in 1960. In 1980, with present coverage, we would 
expect that over four-fifths of the 22.8 million over 65 will be eligible, 
that is, either getting the benefits or entitled to them upon stopping 
work and filing applicaion. A 

Chairman Curtis. Due to death of the unprotected aged, plus a 
greater share of those becoming 65 being protected ? 

Mr. Bau. That is correct. 

This brings us, then, to the third part of question (3), which is: 

(3) What are the basic statistics and estimates as to (3) the 
number and classes of individuals not potentially eligible for 
primary or secondary benefits? 

The individuals who are not potentially eligible for benefits fall 
into several groups: First, workers, and the dependents of workers, 
who spend practically all of their working lifetimes in employment 
that is not now covered under the program; second, workers, and the 
dependents of workers, who have cold in employment that is now 
covered but who retired or died before that employment was brought 
into coverage; and third, those who never work to any significant 
extent in any kind of gainful employment and are not married to those 
who do. It is impossible, at a given point in time, to measure the 
number of people who fall into these classes because individuals who 
are in noncovered employment, or not employed, at one time may be 
in covered work at another time. Thus many of the people working 
in noncovered jobs in December of 1952 had already acquired insured 
status through covered work in the past; others will acquire it through 
covered work in the future. 

With this qualification in mind it may be said that the largest group 
not protected by the program are those who are working in noncovered 
= In December of 1952 this included about 12 million people, the 

argest group being the 3.7 million farm operators. About 5 million 
of the 12 million are in jobs that are covered by other public retire- 
ment systems—State and local retirement systems, Federal civil-serv- 
ice retirement systems, and retirement systems for the Armed Forces. 
Many of them may qualify for retirement benefits under those systems. 

Chairman Curtis. In arriving at this figure of unprotected people 
is there any way you can check on those covered by public retirement 
systems who are also covered by title II by reason of the fact that 
they hold two jobs? 

Mr. Bau. Simultaneously ? 

Chairman Curtis. Yes. Suppose a Government worker here in 
Washington was driving ataxialso. Is he one of the statistics arrived 
at there, or is that difficult to check? 

Mr. Bau. It would be difficult but I would be very glad to try it. 

Chairman Curtis. No, no. I just wondered if in arriving at these 
numbers there was any, or whether you just computed the total number 
of people employed in public service that were under retirement sys- 
tems and took that total and said those people do not have title II 
protection. 
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Mr. Batu. To prevent that kind of duplication on these figures, the 
theoretical basis for them is by the primary occupation of the people, 
although there might be an unknown number, as you suggest, who 
might show up in both groups. If you would like I will see if we have 
any information on that. I do not offhand know it. 

Chairman Curtis. At this time I do not want to make any requests 
for anything that would be a lot of work and expense, but I think we 
might keep in mfnd it is a factor that does exist. 

Mr. Batu. Yes. So far as the present retired aged are concerned, 
only about 40 percent are now receiving old-age and survivors insur- 
ance benefits. If the number receiving benefits under other public 
retirement programs is added to this, the proportion now receiving 
some type of public retirement benefit—of course that does not include 
old-age assistance—is about 50 percent. 

Even without any further extension of coverage, as time goes on a 
smaller and smaller proportion of the aged will be without protec- 
tion under old-age and survivors insurance. Even in 1960—that is, 
6 years from now—with present coverage the percentage who will be 
unprotected—that is, who would not either be receiving benefits or be 
able to get them on retirement—is expected to be about 35 percent, as 
compared with about 60 percent at present, and in 1980 about 18 per- 
cent. But if the coverage of the program were extended so as to be 
practically universal, by 1960—6 years from now—probably only 
about 25 percent of the population age 65 and over would be ineligi- 
ble for benefits, and by 1980 only about 5 percent. 

Who would be in this 5 percent? This is the group that under the 
approach taken by old-age and survivors insurance would never, no 
matter how long the system went on, be eligible for benefits. 

Chairman Curtis. Of course, we do not know what this Congress 
will do let alone the future Congresses, but assuming you have nearly 
universal coverage are you suggesting that this 5 percent might re- 
main constant, and we would have that many people out of the pro- 
gram if the present law was extended ? 

Mr. Baru. Yes, Mr. Chairman. That would be roughly the meas- 
ure of the group which would not after 65 be eligible for benefits 
under the kind of approach we take. 

Chairman Curtis. After all the present aged people who sometimes 
describe themselves as born too soon died off so that that was not a 
factor. 

Mr. Batu. Largely that is true. Most of them would probably be 
women who had never worked to any extent in gainful employment— 
of course, they could be working in their own household. bnt tech- 
nically not in gainful employment—or been married to workingmen. 
Some would be people who had never worked because of disabili- 
ties—congenital or acquired at an early age. So long as benefits 
under the program are based on gainful employment, individuals in 
these classes will not become eligible for benefits. 

The fourth question which I have been asked to answer is: 

(4) What technical and administrative considerations (as differ- 
entiated from legislative policy) constitute reasons for differential 
treatment of different tynes of emplovment and self-employment? 

T have had to be just a little bit speculative in parts of this answer. 

Chairman Curtis. You mean because of the distinction between 
technical considerations and what might be legislative policy? 
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Mr. Batu. Partly that, Mr. Chairman, and also sometimes when 
there was a technical and administrative reason and also other rea- 
sons. I am not absolutely positive what governed the congressional 
decision. 

Chairman Curtis. I understand. 

Mr. Bax. The following is a list—not necessarily complete—of 
technical and administrative questions which may have constituted 
reasons for differences in the treatment accorded various types of 
employment and self-employment. These technical and administra- 
tive factors were not necessarily the only reasons, from a legislative 
standpoint, for the differences in treatment. 

It may be noted that while employees of nonprofit organizations, 
ministers and members of religious orders, professional self-employed 
people, members of the Armed Forces, railroad employees, and State 
and local Government employees covered by retirement systems are 
treated differently from other groups, the reasons for the differen- 
tial treatment of these groups and certain others appear to be matters 
of congressional policy rather than administrative or technical. 


1. State and local government employment 


Employees of State and local governments are covered on a group 
basis at the option of the State and locality, rather than on a compul- 
sory basis, because of the constitutional barrier to Federal taxation 
of State and local governments. States pay their contributions to 
Federal Reserve banks and make their reports to the Department of 
Health, Education, and Welfare rather than to the Internal Revenue 
Service. 

Chairman Curtis. The employer’s tax is an excise tax, is it not? 

Mr. Batu. Yes. 

Chairman Curtis. Does that differ from the Federal excise tax on 
gasoline in the sovereign State? 

Mr. Batu. May I have Mr. Packer, the assistant general counsel, 
explain that? 

Mr. Packer. It might very much, sir, because taxes upon pur- 
chases of gasoline, or the use of materials, may relate to the operation 
or the conduct of the business or proprietary activities of a State gov- 
ernment. A tax on a State with respect to employment might more 
directly affect the existence of a State than would a tax on gasoline. 

Chairman Curtis. I do not want to go into a legal discussion right 
now, but you did want to point out that it is an excise tax so far as 
all employers are concerned. 

Mr. Batu. Perhaps I should amend my statement to say the ap- 
parent constitutional barrier. 

Chairman Curtis. The Congress has heretofore chosen to do it 
through compacts. 

Mr. Bauu. I believe that is the reason for this differential 
treatment. 

Chairman Curtis. I think I introduced a bill for compacts with 
the States about in 1946. You may proceed. 

Mr. Curtis of Missouri. Do you want us to hold our questions or 
ask questions as we go along? 

Chairman Curtis. The chairman has kind of violated the rule a 
little bit, but we want everybody to feel free to do it if there is a 
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statement here to be made clear as to what they are talking about. 
We will be glad to have it. 

Mr. Curtis of Missouri. As we go into each one of these groups of 
possible extensions—for instance, I have a question on this State and 
local government employment, but I can come back and ask all of 
mine later, although they would break down into categories to dis- 
cuss. I do not know whether it would be easier for him to go ahead 
and have us ask questions later or not. 

Chairman Curtis. We might have him proceed, but if there is any 
point that you want to make sure of, something he said in here, we will 
be glad to have the question. 


2. Agricultural labor 


Mr. Bax. Since agriculture was an entirely new and very different 
kind of area for the : application of the old-age and survivors insur- 
ance provisions, it probably was anticipated that coverage in this 
area in the early years would be more difficult to administer than 
coverage in commerce and industry. Accordingly, the law provided 
for coverage of only those farm workers who are “regularly em- 
ployed” by. an employ er and who are paid at least $50 in cash wages 
by the employer in a calendar quarter. It was believed that these 
regular, long-term workers would be the easiest for farm employers 
to keep records of and report, since they would be employed by the 
employer for relatively long periods. 

Only cash wages for agricultural work are included for social- 
security purposes. Most other wage earners receive social-security 
credit for wages-in-kind also. Wages-in-kind are considerably more 
frequent in agricultural employment than in commerce and industry, 
and the value of such wages might be more difficult to determine. 

Domestic workers on farms are covered under the same conditions 
as hired farm workers; this eliminates the necessity for making 
administrative determinations as to whether the services rendered 
constitute domestic or farm work. 


T 


3. Domestic work in private homes 

This, foo, was an entirely new and different area for the application 
of the old-age and survivors insurance provisions and therefore it 
probably was thought desir: tble to limit initial coverage in this area 
to domestic workers who are “regularly employed” and who are paid 
at least $50 in cash wages by an employer in a calendar quarter. Ap- 
parently the thought was that it would be relatively easy for house- 
wives to report only those domestic workers who worked for them on 
at least 2 days a week. 

As in the case of agricultural workers, only cash payments for 
domestic work are included for social-security purposes. Payments- 
in-kind are more frequent in domestic service than in most other types 
of employment but housewives are not accustomed to evaluating such 
payments and might find it difficult. 


4. Services not in the course of the employers trade or business 

As with agricultural and domestic workers, apparently the thought 
was that it would be easier for employers to cover only those who 
worked for them with some regularity. Moerover, it apparently w 
thought desirable to cover such service on the same basis as dokoestio 
work in a private home, because otherwise it would have been neces- 
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sary in some instances to determine whether employment in or about a 
private home was or was not domestic service. 


b. Self-employment as contrasted with wage employment 

One major technical and administrative reason for treating self- 
employed people differently from wage earners in some respects is 
that earnings from self-employment are customarily determined on 
an annual basis; in most areas of self-employment it would be im- 
practicable and unrealistic to determine earnings over a short period. 
Thus self-employed people report their earnings and pay their social- 
security taxes annually when they file their individual income-tax 
returns; wage earners are reported quarterly by their employers. As 
a corollary to this fact, the law provides a method for allocating 
annual self- employment i income to calendar quarters for purposes of 
determining eligibility for benefits. Similarly, the retirement test 
for the self- employed i is based on annual earnings while the test for 
wage earners is based on the amount of wages earned in each month. 

The fact that self-employment earnings are reported on an annual 
basis also is responsible for some differences in the method of com- 
puting average monthly earnings, and resulting benefits, for the self- 
employed and for wage earners. 

A second major tec yhnical reason for tr ating self-employed people 
differently from wage earners is that income from self-employment 
in most instances is a combination of income from work and income 
from investment. Since old-age and survivors insurance benefits are 
designed to replace income from work, it is desirable to distinguish, 
insofar as is feasible, between investment income and work income 
of the self-employed. This, of course, is a problem we do not have 
in covering the wages of wage earners. 

The law, therefore, excludes from “net earnings from self-employ- 
ment” certain types of income which are primarily investment income, 
such as rentals from real estate unless received by a real-estate dealer 
and dividends and interest unless received by a dealer in stocks and 
securities. 

For the same reason, in applying the retirement test to the self- 
employed, therefore, it was apparently thought desirable to include 
a concept of “substantial services.” Thus a self-employed individual 
is considered retired, regardless of how much income he derives from 
his business, if he does not “render substantial services” in that busi- 
ness. If this provision had not been included, a self-employed indi- 
vidual, even though fully retired from gainful work, and receiving 
only an investment income from his business, would have had to 
dispose of that business in many instances in order to qualify for 
benefits. 

In order to exclude self-employment, the coverage of which would 
be the most difficult to enforce, the law limits coverage to self- 
employed persons whose annual net earnings are $400 or more a year. 

Not only is there special treatment of certain groups now covered 
because of technical and administrative factors but the exclusion of 
certain types of work is to some extent the result of technical and 
administrative considerations. 

1. Farm operators.—The re ort of the Ways and Means Committee 
(H. Rept. No. 1600, 81st Cong.) to accompany the bill which 
became the Social Sec urity Act Amendments of 1950 states relative 
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to the coverage of farm operators that “* * * further study must be 
given to the special problems involved in the coverage of these groups.” 
The committee may have had in mind problems such as whether spe- 
cial provisions were needed to facilitate the filing of social-security 
reports by low-income farmers who are not accustomed to filing 
income-tax reports. 

2. Employees of foreign governments.—This type of employment 
is excluded because the United States Government cannot tax foreign 
governments. 

3. Family employment.—Family employment is excluded chiefly to 
eliminate the necessity of making determinations as to whether alleged 
services in the enumerated family groups are performed in a bona fide 
employment relationship 

Chairman CurrtIs. That prohibition does not include in-laws? 

Mr. Batu. That is correct, Mr. Chairman; it does not include 
in-laws. 

4. Elimination of certain nuisance reporting—Certain types of 
employment are apparently excluded to eliminate nuisance reporting 
of inconsequential amounts for individuals who would be unlikely 
to benefit significantly therefrom. Among the exclusions incorpo- 

rated in the law for this purpose are the exclusions of students and 
student nurses, employees of nonprofit organizations who earn less 
than $50 in a quarter, home workers (if employees) who earn less than 
$50 in a calendar quarter, and newsboys under age 18. Apparently 
somewhat similar in purpose was the exclusion of Mexican agricul- 
tural workers brought to this country under contract. While the 
amounts they earn may be substantial, they are in this country for 
relatively short periods and many would not benefit from coverage. 

The fifth question I have been asked to answer is: 

(5) What are the special problems, if any, in the coverage 
of self-employed persons, and what procedures does the Bureau 
of Old-Age and Reniun Insurance follow to verify whether 
self-employment claimed as a basis for benefit entitlement is bona 
fide self-employment ? 

Self-employment coverage is new. The first returns were for the 
year 1951 and in general were not due until March of last year. Some 
aspects of this coverage have required special attention because of 
its newness, and because of differences as compared with the coverage 
of services rendered by employees for wages. The coverage of em- 
ployees involves reporting practices which are not applicable to the 
coverage of self-employed persons. 


(a) Problems of interpretation 

Most of the concepts involved in the coverage of the self-employed 
are not new, even though the coverage is new. Thus the substance 
of established income-tax concepts is, in general, applicable to the 
coverage of the self-employed. The Internal Revenue Service has 
worked closely and cooperatively with this Bureau in making avail- 

able its specialized knowledge in this field. 

There have been some questions in connection with determinations 
as to what constitutes a trade or business, which is a necessary basis 
for self-employment coverage. There are inevitably borderline ac- 
tivities, such as one-time operations—as building 1 house or writing 
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1 book—hobbies, and the like. The problem is often one of getting a 
complete factual picture, rather than a problem of interpretation. 

Areas in which there are problems of interpretation include also 
those relating to the definition of “rentals from real estate” and to 
the exclusion of the various professions from coverage. 


(b) Reporting problems 

The wages of an employee are reported by his employer and a state- 
ment of the amount reported is furnished to the employee. Self- 
employment income, however, is reported by the individual himself 
as a part of his yearly income-tax return. It is the amount of gross 
income received from any trade or business carried on by the tax- 
payer, including partnership income, less expenses properly deducti- 
ble. The cross-checking inherent in the diverse interests of employer 
and employee in reporting wages is lacking. 

Certain features present in the reporting of self-employment in- 
come nevertheless tend to assure accuracy of reporting. Overreport- 
ing is discouraged both by the amount of the self-employment tax 
and by the amount of the income tax. Underreporting means less tax, 
but also means less benefit credits. Moreover, there are criminal 
penalties for false reporting under both the income tax and the social- 
security statutes. 

Because the reporting of self-employment income is integrated 
with the internal revenue income-tax reporting procedures, and is 
also used as a basis for computing taxable business income the audit- 
ing of self-employment income reports is primarily the function of 
the Internal Revenue Service. Our function in reviewing the reports 
has been principally in connection with the adjudication of claims for 
benefits, and in the examination of schedule C-a of re returns 
prior to posting the income to social-security records. ‘The latter ex- 
amination is for the purpose of making an investigation of any ques- 
tionable or obviously erroneous entries, such as tints the taxpayer’s 
occupation is stated as being one of the professions expressly excluded 
from coverage. 

It is likely that some of the individuals in covered self-employment 
are not reporting their income for social-security purposes. Probably 
some are not aware that they are covered and that coverage is com- 
pulsory. Precise information on the extent of underreporting by the 
self-employed is not available. 


(c) Questions of coverage content 

Inherent in the coverage of the self-employed has always been the 
problem of the so-called silent or inactive partner. Inactive part- 
ners may have income from self-employment and thus be covered even 
though the purpose of the program is to compensate for loss of earn- 
ings. Moreover, they may dray benefits even though they continue 
to derive net earnings from self-employment. This is because they 
do not perform “substantial services.” As previously indicated, no 
benefits are withheld under the work clause in the case of a self- 
employed person unless he performs substantial services in self-em- 
ployment. Generally speaking, that provision works very well, but 
when you come up against inactive partners then the substantial pro- 
vision operates to allow the individual to continue as he had previously 
without any loss of income from retirement and nevertheless receive 
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the benefit. Elimination of this anomaly depends upon whether in- 
active partners can be excluded from coverage without unduly bur- 
dening taxpayers through requiring them to keep records which they 
do not otherwise keep and without unduly burdening the administra- 
tion of the law. Additional experience and study will be necessary 
to determine how widespread the problem is and what, if any, remedial 
action can be devised. 

Under existing law, self-employment income is creditable without 
regard to the legality or illeg abity of the business. Where, for exam- 
ple, a person is convicted by a court of competent jurisdiction for 
engaging in an illegal business, it seems questionable public policy to 
allow credit under the program as a result of the operations that 
formed the basis for the conviction. Of course, this same question 
arises in the coverage of employees. 

I might say on that last point, Mr. Chairman, that the more obvious 
types of illegal activities like a burglar or highwayman would not be 
included, of course, because he would not be in a trade or business. 
These are the illegal activities of a trade or business that I am talking 
about. 

Chairman Curtis. It would be rather embarrassing to the Depart- 
ment to tell these illegal operators to go out and perform three more 
quarters of illegal activity in order to qualify for benefits. Proceed. 


(d) Verification procedures 

Mr. Batu. As indicated above, self-employment returns are subject 
to the usual income-tax-audit procedure of the Internal Revenue Serv- 
ice and, in addition, our Bureau also examines schedules C-a to dis- 
cover whether or not they include income from any occupation specifi- 
cally excluded under the Social Security Act. If the return does 
include such income, it is sent back to the Internal Revenue Service 
so that a corrected return may be filed by the taxpayer. Where 
there is doubt about whether such income may have been included, 
the return is referred to a field office for investigation to determine 
whether to post the earnings to our soc ial-security-earnings records, 
or to refer the return for correction. 

Field-office employees have many local resources for determining 
the bona fides of a claimant’s self-employment. It is primarily their 
responsibility to verify, within reason, any alleged self-employment 
income which may appear doubtful, either on the face of the return 
or as a result of a personal interview with the individual when he 
files his claim. 

Special inquiry is made in such situations as the following: Net 

earnings are near $400; nature of business or activity indicates pos- 
sible exclusion ; there is question as to bona fides; apparently the tax- 
payer has not taken sufficient deductions for “business expenses” and 
the benefit amount is materially affected. 

The claim as developed and initially adjudicated in the field office 
is reviewed in the area office. The field-office determination may be 
affirmed or reversed on the record, or if the information is found to 
be incomplete, further evidence may be requested prior to decision in 
the area office. 

After a few years the problem of determining the bona fides of self- 
employment will have decreasing significance since the return for any 


~ 


Se BANE ce. 


cenit 





ANALYSIS OF THE SOCIAL SECURITY SYSTEM 463 


one year will have relatively little effect on the “average monthly 


wage.” 


Mr. Chairman, that completes my statement. 
Chairman Curtis. Without objection, the technical paper will be 
introduced as though it were given just following his statement. 


(The chart referred to follows:) 


CHART OF COVERAGE PROVISIONS UNDER PRESENT LAW 


Geographical scope of coverage 


AREA 


I. Within the continental United 
States (including the outer Continental 
Shelf), Alaska, Hawaii, Puerto Rico, 
and Virgin Islands. 


APPLICATION OF PROVISIONS 


Coverage provisions apply regardless 
of citizenship and residence except that 
certain foreign agricultural Workers 
and all self-employed nonresident 


aliens are excluded. 

Coverage provisions apply only to— 

1. American citizens who are in cov- 
ered self-employment or who are em- 
ployed by an American employer (how- 
ever, service on or in connection with a 
foreign vessel or aircraft is excluded 
even though performed by an American 
citizen for an American employer), and 

2. Certain persons employed on 
American vessels and aircraft (regard- 
less of citizenship or residence). 


II. Elsewhere. 


EXCLUSIONS FROM CREDITABLE WAGES 


1. Earnings in excess of $3,600 received in a year; 

2. Payments (either employer contributions or payments to the employee) 
with respect to retirement; 

38. Payments to, or contributions on behalf of, employees or any of their de- 
pendents under a plan or system providing benefits on account of sickness or acci- 
dent disability, medical or hospitalization expenses in connection with sickness 
or accident disability, or death. 

4. Payments made to, or on behalf of, employees or their beneficiaries from 
a stock bonus or profit-sharing fund exempt from tax under section 165 (a) of 
the Internal Revenue Code. 

5. Sick pay under certain circumstances. 

6. Payment of the employee tax under the Federal Insurance Contributions 
Act or under a State unemployment-compensation law. 

7. Standby pay other than vacation or sick pay to an employee aged 65 or 
over. 

8. Tips and other gratuities paid by someone other than the employer unless 
the employer requires the employee to account for such payments. 

Other exclusions are reflected in the coverage provisions described below. 


Occupational and industrial scope of coverage 


EMPLOYEFS 
COVERED EXCLUDED 


I. Commerce and industry 


All except those listed under “Ex- 1. Service by employees, including 
cluded.” (For railroad employees, see fishermen engaged in catching, taking, 
V.) harvesting, cultivating, or farming of 


aquatic forms of animal or vegetable 
life, or by officers or members of the 
crew of a vessel engaged in such activ- 
ities, unless the service is performed in 
connection with commercial salmon or 
halibut fishing or unless it is performed 
on or in connection with a vessel of 
more than 10 net tons, 
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II. Employees of non-profit organiza- 

tions 

Employees (other than ministers en- 
gaged in the exercise of their ministry 
and members of religious orders en- 
gaged in the exercise of duties required 
by such orders) who earn $50 or more 
in a calendar quarter from a nonprofit 
organization. In order for such employ- 
ees to be covered the employing organi- 
zation must elect coverage and at least 
two-thirds of the employees in the em- 
ploy of the organization at that time 
must sign a certificate, to be filed with a 
director of internal revenue, in favor of 
coverage. Once these conditions are 
met all employees signing the certifi- 
cate, which is effective with the first 
day after the calendar quarter in which 
it was filed, and all employees hired 
after the effective date of the certificate, 
are covered. 


III. State and local government employ- 

ees 

State and local government employ- 
ees (other than those listed under “Ex- 
cluded”) may be covered under old-age 
and survivors insurance by means of 
agreements between the _ individual 
States and the Federal Government. 
States may cover or exclude services 
of an emergency nature or all serv- 
ices in any class or classes of elective 
positions, part-time positions, or posi- 
tions the compensation for which is on 
a fee basis; also agricultural labor 
and service performed by a _ student 
which is excluded from employment 
under section 210 (a) other than sub- 
section (8). Employees of certain 
State and local transportation systems 
taken over from private ownership after 
1936 are covered compulsorily. 


2. Domestic service in local college 
clubs and local chapters of fraternities 
and sororities by students regularly at- 
tending classes at the school or college. 

3. Student or student nurses perform- 
ing service for a school, college, uni- 
versity, or hospital in which they are 
enrolled and _ regularly § attending 
classes, and certain interns in hos- 
pitals. 

4. Service performed by an _ indi- 
vidual in the employ of his son, daugh- 
ter, or spouse, and service performed 
by a child under age 21 in the employ 
of his father or mother. 

5. Newsboys under age 18, and cer- 
tain newspaper and magazine distribu- 
tors. 

6. Wages of less than $50 in a quarter 
received by homeworkers who are em- 
ployees as defined in section 210 (k). 


1. Service performed by a duly or- 
dained, commissioned, or licensed min- 
ister of a church in the exercise of his 
ministry or by a member of a religious 
order in the exercise of the duties re- 
quired by such order. 

2. Employees earning less than $50 
in a calendar quarter. 


1. Employees in positions covered 
by a public retirement system (other 
than the Wisconsin retirement fund) 
at the time coverage is made applicable 
to the group to which they belong. 

2. Services by individuals who are 
employed on work relief projects to re- 
lieve them of unemployment, 

3. Patients and inmates of institu- 
tions who perform services for such 
institutions. 
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IV. Federal employees 

Except for those listed under “Ex- 
cluded,” civilian employees of the Fed- 
eral Government and its instrumental- 
ities are covered if they are not under 
a Federal retirement system. 

Members of the Armed Forces are 
not covered under the regular contrib- 
utory provisions of the program but 
may be granted social-security wage 
credits of $160 per month for active 
service in the Armed Forces during 
the World War II period (September 
16, 1940-July 24, 1947) and for the 
postwar period (July 25, 1947-June 30, 
1955). Situations in which these wage 
credits cannot be given are described 
under “Excluded.” 


1. Employees covered under a retire- 
ment system established by a law of 
the United States. 

2. Certain elective officials, certain 
policymaking committee members and 
other numerically small categories of 
Federal civilian employees are manda- 
torily excluded. 

The military service wage credits de- 
seribed under “Covered” cannot be given 
if periodic benefits based in whole or 
in part on the individual’s active mili- 
tary service during the same period 
are determined to be payable by any 
Federal agency or wholly owned in- 
strumentality of the United States 
(other than the Veterans’ Administra- 


tion). 


V. Railroad employees 

The railroad retirement and old-age and survivors insurance programs are coor- 
dinated. In both survivors and retirement cases in which the worker has less 
than 10 years of railroad service the employment records are combined and 
the benefits are paid by the old-age and survivors insurance system. In sur- 
vivors cases in which the worker has 10 or more years of railroad employment, 
records are combined and the benefits are paid under one program or the other, 
depending on whether certain requirements in the Railroad Retirement Act 
relating to current connection of the employee with the railroad industry are met. 
In retirement cases in which the worker has a total of 10 or more years of rail- 
road employment, there is no combining of employment records; railroad re- 
tirement benefits are payable on the basis of the railroad employment and old- 
age insurance benefits may also be paid on the basis of covered old-age and 
survivors insurance employment. Adjustments may be required in the railroad 
benefits where an old-age and survivors insurance benefit is payable. Provisions 
for the interchange of funds between the two systems are such as to place the 
old-age and survivors insurance trust fund in the position it would be in if rail- 
road employment had always been covered by the old-age and survivors insurance 
program. 


COVERED EXCLUDED 


VI. Domestic workers in private homes 


Covered in any calendar quarter in 1. All except those specified under 
which (a) he is employed by an em- “Covered.” 
ployer in a private home on at least 24 2. Wages in kind are excluded. 
days in a calendar quarter, provided 
the employer pays the worker, in the 
quarter, cash wages of at least $50 for 
domestic services; or (b) he is paid $50 
or more in cash in such quarter for 
domestic service, even if he did not meet 
the 24-day test, provided the quarter 
was immediately preceded by a quarter 
in which he met the 24-day test. (Ifa 
domestic worker is employed on a farm 
operated for profit, he is covered only if 
he meets the coverage test for agri- 
cultural workers described under VIII, 
below.) 


VII. Work not in the course of the employer’s trade or business 


Service not in the course of the em- 1. All except those listed under 
ployver’s trade or business is covered if ‘‘Covered.” 
the person performing the service meets 2. Wages in kind are excluded. 
the same regularity of employment and 
$50 cash wage test applicable to domes- 
tic workers in private homes, 
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VIII. Agricultural labor 
(1) An agricultural worker is cov- 1. All except those specified under 
ered during any calendar quarter in “Covered.” 
which— 2. Wages in kind are excluded. 
(a) the cash remuneration paid 8. Mexican contract workers. 
for agricultural labor performed 4. Workers in cotton ginning and 
for the employer by the employee gum naval stores. 
in the calendar quarter is $50 or 
more; and 
(b) such employee is regularly 
employed in the calendar quarter 
by such employer to perform such 
agricultural labor. 
(2) An employee is regularly em- 
ployed by an employer during a calen- 
dar quarter if— 
(a) such employee performs 
agricultural labor for such em- 
ployer on a full-time basis on at 
least 60 days (whether or not con- 
secutive) during such calendar 
quarter; and 
(b) the calendar quarter was 
immediately preceded by a qualify- 
ing quarter. 
The employee is also deemed to be 
regularly employed by his employer 
during a calendar quarter if such em- 
ployee was regularly employed (upon 
application of (a) and (b) above) by 
such employer during the preceding 
calendar quarter. 
(8) A qualifying quarter is— 
(a) any calendar quarter during 
all of which the employee was con- 
tinuously employed by the em- 
plover, or 
(b) any subsequent calendar 
quarter during which the employee 
performs agricultural labor for 
such employer on a full-time basis 
on at least 60 days during such 
quarter if, after the last calendar 
quarter during which such em- 
ployee was continuously employed 
by such employer, such employee 
performs agricultural labor for 
such employer on a full-time basis 
on at least 60 days during each in- 
tervening calendar quarter. 
Some agricultural processing, han- 
dling, packaging, packing, grading, and 
storing services are covered regardless 
of regularity of employment or amount 
of wage payment. The services covered 
include (1) services performed on or 
off the farm in connection with the 
processing of maple sap into maple sir- 
up or maple sugar (but not the gather- 
ing of maple sap on a farm); (2) serv- 
ices performed off the farm in connec- 
tion with the raising or harvesting of 
mushrooms, hatching of poultry, or the 
operation or maintenance of irrigation 
ditches, canals, and waterways owned j 
or operated for profit; and (3) posthar- 
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vesting services performed for farmers’ 
cooperatives or for commercial handlers 
of fruits and vegetables (but not for a 
farmer or for an informal group of 20 
farmers or less). 


: 
; 
! 
; 


IX. Exclusions from covered wage and salary employment 


1. Employees of foreign governments 
or wholly owned instrumentalities of 
foreign governments. 

2. Employees performing service for 
international organizations entitled to 
certain privileges under the Interna- 
tional Organizations Immunities Act. 


Self-employment 
COVERED EXCLUDED 


1. All nonfarm self-employed, for 1. Net earnings from _ self-employ- 
years in which they have net earnings ment if less than $400 a year. 

from self-employment of $400 or more, 2. Net earnings from farming opera- 

except those listed under “Excluded.” tions, i. e., net earnings from a trade 

or business in which, if the trade or 

business were carried on exclusively by 

employees, the major portion of the 

services would be agricultural labor as 

defined in section 210 (f) of the act. 

3. Self-employment income derived 
by an individual for services as a physi- 
cian, lawyer, dentist, osteopath, chiro- 
practor, naturopath, optometrist, vet- 
erinarian, architect, Christian Science 
practitioner, professional engineer, fu- 
neral director, or certified, licensed, 
registered, or full-time practicing pub- 
lic accountant, or the performance of 
such services by a partnership. 

4. The following types of investment 
income : 

(a) Dividends and interest on 
stocks, bonds, debentures, notes, 
etc. (unless received in the course 
of a trade or business as a dealer 
in stocks or securities) ; 

(b) Rentals from real estate 
(unless received by an individual 
in a trade or business as a real- 
estate dealer) ; and 

(ec) Gains or losses from the 
sale or exchange of a capital asset. 

5. Income derived by newsboys un- 
der age 18. 

6. Income derived from service in the 
railroad industry. 

7. Income derived in the performance 
of the functions of a publie office. 

8. Income derived by a minister in 
the exercise of his ministry or by a 
member of a religious order in the exer- 
cise of duties required by such order. 


Chairman Curtis. I want to say to you that you have done a good, 
concise, and fair job in answering the questions propounded to you. 
Mr. Curtis of Missouri, you may ask your questions now if you wish. 
Mr. Curtis of Missouri. Mr. Ball, I wanted to go over these types 
of coverage just a little bit. In particular, I have one general ques- 
tion. Of course, you are familiar with the report to the Secretary of 
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Health, Education, and Welfare on extension of old-age and survivors 
insurance to additional groups of current workers by this committee 
appointed by the Secretary, Consultants on Social Security. I think 
that is dated June 24, 1953. At least, that is the date of the letter of 
the committee. 

Mr. Batu. Yes, I am. 

Mr. Curtis of Missouri. I refer to the Hohaus committee, Mr. Ho- 
haus being the chairman of the committee. I was interested in recom- 
mendations that they make under several of these proposed extensions 
of coverages. For example, under the title, “Self-Emploved Farm 
Operators,” they state, on page 11, if you have the pamphlet there, 
reading right at the tail end in the third to last paragraph: 


It would be desirable, therefore, to develop a simplified procedure which could 
be used by the small-farm operator— 


and then they state in the final paragraph— 


we believe that the details of some such simplified method of reporting should 
be worked out by the Department of Health, Education, and Welfare and the 
Treasury Department, in consultation with the Department of Agriculture. 

What I wanted was sort of a progress report of what might have 
been done along that line, if you know. 

Mr. Batu. Most of these recommendations made by this consultants’ 
group—really all of them, with very minor detail changes—were 
adopted by the Department and recommended to the President and 
were recommended to the Congress by the President in a message at 
the end of the last session. In the bill that was introduced at the re- 
quest of the President embodying the details of these recommenda- 
tions—introduced by Mr. Reed—there is a method based on this 
recommendation here actually worked out. 

Mr. Curtis of Missouri. You have already worked out that sugges- 
tion, and that suggestion is incorporated in the bill # 

Mr. Batu. Yes, Mr. Curtis. 

Mr. Curtis of Missouri. Of course, that must be based upon the 
actual administrative procedure that you will follow. In other words, 
you do not spell the administrative details out in the proposed bill. 
Now, do you have available a statement of what those simplified proce- 
dures would be from the administrative angle as opposed to what 
actually is written in the bill? 

Mr. Batu. In a general way, yes. Would you like me to expand on 
the method ? 

Mr. Curtis of Missouri. Yes. Although I can see this is going to 
take some time because in each one of these fields almost—let us get 
them all together—in the field of hired farm workers, No. 4, on page 

3, the first full paragraph there, the statement is made: 1 

Since, in principle, we believe that all agricultural workers should be covered, 
we urge the Department of Health, Education, and Welfare and the Treasury 
Department to continue their exploration, in consultation with the Department 


of Agriculture, of possible methods of accomplishing this objective in the near 
future without an undue burden on the employer. 


Se 


Then again under “5. Domestic workers,” including the paragraph 
under that particular subject matter on page 15: 


Since in principle we believe that all domestic workers should be covered we 
urge the Department of Health, Education, and Welfare and the Treasury De- 
partment to continue their exploration of possible methods of accomplishing this 
objective in the near future without undue burden on the employer. 
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In other words, in all those fields I think many people felt it would 
be desirable to extend it, but the trouble has been trying to dig out 
how to do it from a practical administrative standpoint. It is my 
understanding that in all of these fields you now have figured out, 
with the Treasury Department and where Agriculture is concerned 
administrative procedures that you think will fill the bill? 

Mr. Bauu. Yes, Mr. Curtis, with the exception that we would not 
propose at this time to extend coverage to absolutely all agriculture 
and domestic workers. What we would propose at this time is to 
extend coverage to all those who are paid $50 in cash in a calendar 
quarter by an employer. 

Mr. Curtis of Missouri. This subcommittee, as I understand it, is 
supposed to get facts rather than get into the policy end of it. What 
I am concerned about are the details of the administrative procedures 
that you have recommended that you think would be adequate. We 
know the problems and now I think it is important to know what pro- 
cedures you would set up that you think would meet those problems 
from the standpoint of administration. 

Mr. Chairman, rather than take all this time here to examine each 
one, I wonder if Mr. Ball could prepare for us—probably he already 
has—a statement of the detailed administrative setup that they would 
employ in carrying out the proposed further extensions. 

Mr. Batu. I would be very happy to do that, Mr. Chairman. 

Chairman Curtis. I think that would be very helpful. It should 
be in our record. 

(The statement referred to follows :) 


’ 


I. ProposaAL To Cover FARM OPERATIONS UNDER OLpD-AGE AND SURVIVORS 
INSURANCE—SIMPLIFIELD METHOD FOR REPORTING EARNINGS FOR SOCIAL 
SEcURITY PURPOSES 


The Department of Health, Education, and Welfare and the Treasury Depart- 
ment have worked out a simplified method by which farmers could report their 
net earnings from farm self-employment for social-security purposes. 

This method has been incorporated in the provisions of H. R. 6812, the 
bill which was introduced on August 3, 1953, by Congressman Daniel A. Reed 
to extend old-age and survivors insurance coverage to additional groups, in- 
cluding persons who have annual net earnings of $400 or more from farm self- 
employment. Operators of farms who by reason of exemptions exceeding gross 
income are not liable for income taxes but who would be covered by old-age 
and survivors insurance would not be required under the method worked out, 
and under the corresponding provision in H. R. 6812, to assume a record-task 
they do not now perform. 

Under the present law the covered self-employed person computes his net 
earnings for social-security purposes on the same basis as for income-tax pur- 
poses. He follows the same rules, regulations, and definitions as he does for 
income-tax purposes. Moreover, the system of collecting taxes and securing 
reports of business income for sociai-security purposes is integrated with the 
income-tax requirements. A self-employed person reports his self-employment 
income for social-security purposes by transferring certain information from 
the “trade or business” schedule of his income-tax return to a social-security 
schedule on the same return. He pays his social-security tax at the same time 
that he pays his individual income tax. 

Some persons who would be covered under old-age and survivors insurance 
on the basis of their earnings from farm self-employment, however, do not 
have an income-tax liability because their gross income does not exceed their 
personal and dependents’ exemptions. Generally speaking, this is the group 
of farmers for whom a simplified method of computing and reporting their net 
income for social-security purposes would be helpful and for whom the simplied 
method has been designed. While data indicating the precise size of this group 
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are not available, it seems likely that these farmers might constitute somewhat 
less than half of the total number of persons who would be covered under old-age 
and survivors insurance on the basis of their earnings from farm self-employ- 
ment. The balance of the farmers who would be covered by old-age and sur- 
visors insurance—those whose gross incomes exceed their exemptions would 
have little clerical work to do, over and above that required to complete income- 
tax returns. They would find it a comparatively simple matter, without the 
benefit of a special reporting aid, to convert their net earnings for income-tax 
purposes into self-employment income for social-security purposes and to make 
their reports on these earnings. 

The simplified method for computing net earnings from farm self-employ- 
ment, as incorporated in H. R. 6812, provides that a person who has gross income 
from farm self-employment of $1,800 or less during his taxable year would have 
the option of reporting for old-age and survivors insurance purposes either his 
actual net earnings from farm self-employment (gross income minus allow- 
able expenses) or presumptive net earnings equal to 50 percent of his gross 
receipts from farm self-employment. The farmer exercising the option of re- 
porting presumptive net earnings would be required to keep a record of his gross 
receipts to the same extent as he is now required to keep such a record for income- 
tax purposes. At the end of his taxable year he would report his gross receipts 
on his income-tax forms. To make his report for old-age and survivors insur- 
ance purpose he could simply take 50 percent of his gross receipts and enter 
that amount on a social-security report form which would accompany his 
income-tax form. That amount—50 percent of his gross receipts—would be 
presumed to be his net earnings from farm self-employment for old-age and 
survivors insurance purposes. 

The simplified method worked out for persons with income from farm self- 
employment would also benefit some farmers who had gross income from farm- 
ing of more than $1,800 in the taxable year. Such a farmer would be required 
to report his actual farm self-employment net earnings (gross receipts minus 
allowable expenses) if these earnings were $900 or more. However, if his actual 
net earnings from farm self-employment were less than $900, he could report pre- 
sumptive net earnings of $900 for old-age and survivors insurance purposes. 
Kor example, a farm operator with an annual gross income from farming of 
$2,400 whose actual farm business expenses were $1,600 could report as his net 
earnings from farm self-employment either his actual net of $800 or a presump- 
tive net of $900. 


II. PLANs DEVELOPED TO FACILITATE THE REPORTING OF ADDITIONAL Hirrep FARM 
WorRKERS UNDER OLD-AGE AND Survivors INSURANCE 


The old-age and survivors insurance program now covers farm workers who 
are “regularly employed” by one employer and earn cash wages of $50 or more 
from that employer in a calendar quarter. (In general, after a farm worker 
has worked for one employer continuously for an entire calendar quarter, he is 
“regularly employed” in succeeding quarters if he does farm work for that em- 
ployer on a full-time basis on at least 60 days during the quarter.) Both the 
Department of Health, Education, and Welfare and the Treasury Department 
believe that it would be feasible to eliminate the present “regularly employed” 
requirement for coverage, thus extending the protection of the old-age and sur- 
vivors insurance program to all agricultural workers who earn at least $50 in 
cash wages from an employer in a calendar quarter. The President has recom- 
mended such an extension of old-age and survivors insurance coverage. 

Of the 1.4 million farmworkers who would still be excluded from old-age and 
survivors insurance coverage under this proposal, it is estimated that about 80 
percent would gain little or nothing if they were covered by old-age and survivors 
insurance for their farm employment. They are workers who could be expected 
to earn creditable wages of less than $50 a calendar quarter from all their em- 
ployment combined, and their earnings therefore would not count as quarters of 
coverage for eligibility purposes under old-age and survivors insurance. This 
group is comprised chiefly of students, housewives, and retired persons who do 
occasional farmwork during the harvest. These workers are commonly em- 
ployed during peak seasons, and often in large numbers, for only a few days’ 
work; the task of keeping a record of them would fall upon the farmer when 
he is the busiest. It therefore would seem undesirable to require records to be 
kept and taxes to be paid on the wages of these short-term workers. 
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Under present law, the Secretary of the Treasury is given the authority to 
prescribe methods of collecting the social-security tax and securing wage re- 
ports. The present system of collecting social-security taxes and securing em- 
ployee wage information is based on a quarterly social-security-tax return 
prepared and filed by employers. Employers withhold the employee’s share of 
the social-security tax from each employee’s wages and send these amounts, 
to gether with the employer’s share of the tax, to the District Director of Internal 
Revenue every quarter. The tax remittance is accompanied by the employer’s 
report, which includes each worker’s name, social security account number, and 
quarterly earnings. Many farmers now report agricultural workers under this 
system and undoubtedly would prefer to continue reporting in this manner. 
Such employers could simply add the names, social security account numbers 
and quarterly earnings of any additional agricultural workers who would be 
covered under the $50 cash wage test to the quarterly report form these em- 
ployers now use in reporting the ‘regularly employed” workers covered under 
present law. 

Several alternative methods which would facilitate employer reporting of the 
additional agricultural workers who would be covered by the President’s recom- 
mendation have been explored, however. These possible methods are modifica- 
tions of the reporting and tax-collection system now in use. 

One of the possible modifications would introduce a simplified report form for 
possible use by farm operators. An employer of hired farm workers would keep 
a record of each employee's earnings, social-security number, and social-security- 
tax deductions. The quarterly social-security-tax form that the farm employer 
could use, however, would call for less information than the one in present use. 
For example, since farmworkers are not subject to the withholding of income 
taxes, it would not be necessary for instructions and data which are pertinent 
to such withholding and which are a part of the present report form to appear on 
the return used by employers of farm workers. One type of simplified form 
which has been considered is much the same as the envelope-style form now 
used by employers of domestic workers. Other types of simplified forms also 
are under study. 

Either the present system of reporting or a modification like one of those 
which have been explored would offer a practicable method for employers of farm- 
workers to satisfactorily fulfill their responsibilities in reporting the wages 
and taxes of the additional farm employees who would be covered by old-age 
and survivors insurance under the President’s recommendation. In most cases 
a worker would have to be employed for the same employer for about 10 working 
days or more in order to be covered, which should generally afford the employer 
a reasonable period of time within which to record the information necessary for 
social-security purposes. 


III. COVERAGE OF ADDITIONAL DoMESTIC WorKERS UNDER OLp-AGE AND SURVIVORS 
INSURANCE—METHOpD OF REPORTING EARNINGS 


To be covered by old-age and survivors insurance under the present law a 
domestic worker in a private home must, generally speaking, work for an em- 
ployer on at least 24 days in a calendar quarter and must be paid at least $50 
in cash wages by that employer. Both the Department of Health, Education, 
and Welfare and the Treasury Department believe that it would be feasible to 
eliminate the present 24-day requirement, thereby extending old-age and sur- 
vivors insurance coverage to all domestic workers in private homes who are paid 
cash wages of at least $50 in a calendar quarter by an employer. The President 
has recommended such an extension of coverage. It is estimated that under 
such an extension of coverage approximately 90 percent of the persons who spend 
most of their worktime in household employment would be covered by old-age 
and survivors insurance. 

Under the President’s recommendation, the coverage of additional domestic 
workers would be limited to those who are paid cash wages of at least $50 in 
a calendar quarter by one employer and the persons covered would, by and large, 
be those whose earnings are sufficient for them to become insured under the 
program. (No calendar quarter in which any worker is paid less than $50 in 
wages counts toward eligibility under old-age and survivors insurance.) This 
is an important consideration in the area of domestic employment because a 
large number of domestic workers (babysitters, for example) earn less than 
$50 in a calendar quarter from all their employment combined, and therefore 
could not acquire “quarters of coverage.” It seems desirable, therefore, to 
spare housewives the nuisance of keeping a record of and reporting such workers. 
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Under present law the Secretary of the Treasury has the responsibility for 
prescribing tax collection and reporting methods. When houshold employees 
were first covered by old-age and survivors insurance at the beginning of 1951 
it was recognized that a simple wage reporting and tax-collection system was 
required for the convenience of persons unaccustomed to keeping employment 
records. A simplified envelope-style report form for household employers was 
therefore developed and is now in current use. A sample of this form is 
attached. The form has been used satisfactorily for nearly 3 years, and 
both the Department of Health, Education, and Welfare and the Treasury 
Department believe it would be suitable for use under the recommended exten- 
sion of coverage. 

Under the present plan any person who employs covered domestic workers 
may be put on the mailing list to receive the social-security report form by 
writing to the district director of the Internal Revenue Service. (An especially 
designed post card is available to employers, or prospective employers, of house- 
hold workers for this purpose if the employer wishes to use it.) When each 
quarterly report is due, the employer automatically receives an envelope report 
from the Internal Revenue Service. The household employer lists each covered 
domestic employee’s name, social-security number, and cash wages paid during 
the quarter on the open flap of the envelope. The amount of taxes payable is 
also computed and entered on the form. A pocket is provided in which to 
insert a check or money order for the taxes payable. The envelope can then 
be sealed and mailed to the Internal Revenue Service. 

Every quarter well over half a million housewives have been reporting their 
covered domestic workers in this manner. These housewives would generally 
have no difficulty in reporting any additional domestic workers in their employ 
who are at present excluded from old-age and survivors insurance. House- 
wives whose domestic workers are not now covered by old-age and survivors 
insurance would also find it convenient to use this report form if their workers 
were brought under the program. The domestic workers for whom coverage 
is recommended would generally be employed regularly enough by the same 
employer to minimize the record-keeping problems of the employer. Generally 
speaking, domestic workers who are paid cash wages of $50 or more in a 
calendar quarter by an employer work for that employer for at least 10 days. 


Mr. Curtis of Missouri. Who in the Treasury Department has been 
working with you on this? 

Mr. Batu. Mr. George Leibowitz, principally. 

Mr. Curtis of Missouri. And in the Department of Agriculture who 
has been working with you on that? 

Mr. Baty. That is in the Internal Revenue Service really, Dr. 
Atkenson’s division. He is an Assistant Commissioner in charge of 
a division and Mr. George Leibowitz is under him. In the Depart- 
ment of Agriculture I do not have the names right now. Could I 
supply that? 

Mr. Curtis of Missouri. Yes. 

(The names of individuals consulted in the Department of Agri- 
culture follow :) 

Dr. Margaret J. Hagood, Chief, Farm Population and Rural Life Branch, Divi- 
sion of Agricultural Economics, Agricultural Marketing Service, United States 
Department of Agriculture 

Dr. Louis J. Ducoff, Assistant Chief, Farm Population and Rural Life Branch, 
Division of Agricultural Economics, Agricultural Marketing Service, United 
States Department of Agriculture 
Mr. Curtis of Missouri. One statement was raised in your statement 

with regard to municipal and State employees. That was in the 

report of the Hohaus committee. That was item No. 1 of the report, 

“State and local government employees under a retirement system.” I 

was particularly concerned about this added difficulty that you did not 

comment on, but that they did comment on. They state: 


We recognize that certain groups of State and local employees such as police- 
men and fire fighters feel that because there are hazardous and special require- 
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ments connected with their work recognition has been accorded these factors in 
existing retirement plans. Therefore, they hold there should be no extension of 
old-age and survivors insurance in their groups. 


Then they conclude and I do not understand this last sentence: 


In any case a mandatory Federal exclusion limited to these special groups 
would be preferable to the continued prohibition of coverage for all State and 
local employees under existing retirement plans. 


What do you understand that last sentence to mean? I do not quite 
get it. 

Mr. Bau. I think Mr. Curtis, they mean that all the consultants 
agree that whether or not coverage is extended to these limited special 
groups, policemen and firemen particularly, it would be desirable to 
extend it to other State and local employees under existing retirement 
systems and if the only way that can be done is by the exclusion of these 
special groups they would do that. 

Mr. Curtis of Missouri. I see what you mean. You name them 
specially and then go ahead and extend it to all others. 

Mr. Bauu. The bill that Mr. Reed introduced at the request of the 
President does do that. It excludes policemen and firemen. 

Mr. Curtis of Missouri. Are those the only two excluded groups as 
you recall? 

Mr. Batu. Yes. 

Chairman Curtis. Mr. Mills, do you have any questions at this 
time ? 

There will be another opportunity after counsel gets through. 

Mr. Mitts. Let counsel go ahead. 

Chairman Curtis. Mr. Baker, do you have any questions ? 

Mr. Baxer. Yes. Mr. Ball, to what extent has the Department 
explored the question of including disabled persons? 

Mr. Bau. The Department over the years has studied the question 
of adding a benefit to the OASI program for people who are perma- 
nently and totally disabled. 

Mr. Baxer. That is what I am talking about. 

Mr. Bauu. Also another possible provision is a provision which 
you might call freezing the benefit sane that is, a waiver of premium 
provision for people who become permanently and totally disabled. 
Under the present law an individual who has certain benefit rights 
now, like one of these people in that 66 million who are fully insured, if 
he were to become permanently and totally disabled and unable to 
work any longer, might lose his benefit rights entirely and in any event 
would have his benefit amount reduced. One matter we have had 
under quite continual study is whether or not there ought to be a provi- 
sion in the law that would freeze his rights at the time he became dis- 
abled, but I am not prepared to make a recommendation. 

Mr. Baxer. You are not Erepeves to either recommend or indicate 
what that latter provision would cost ? 

Mr. Batu. I could indicate roughly what the latter provision would 
cost. 

Mr. Baxer. I am very much interested in that. 

Mr. Bax. The latter provision, you understand, does not pay cash 
benefits, but merely freezes rights to benefits payable at 65 or at the 
event of death. 

Mr. Baxer. With the usual waiver of premium in the ordinary 
private insurance company. 
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Mr. Bax. Yes. On a level-premium basis over time and into per- 
petuity, the cost would be about five one-hundredths of 1 percent of 
taxable payroll, 0.05 percent. Those are estimates of the Office of 
the Actuary. 

Mr. Baker. You are not in position to make any indication as to the 
cost of cash benefits for the permanently and totally disabled, using 
the presently recognized definition, in most cases, of inability to per- 
form a substantially gainful occupation ? 

Mr. Bauu. The cost of that? 

Mr. Baxer. Yes. 

Mr. Bau. I would be glad to supply that for the record. 

Mr. Baxer. I am interested in it. 

(The statement referred to follows:) 

The cost on a level-premium basis is estimated at one-half of 1 percent of 
covered payrolls. 

Mr. Baxer. That is all. 

Chairman Curtis. Mr. Goodwin ? 

Mr. Goopwiy. No questions. 

Chairman Curtis. Counsel may proceed with his questioning. 

Mr. Wiyy. Mr. Ball, would you repeat for us what under existing 
law are the major types of employment and self-employment now 
excluded from coverage under the OASI program ? 

Mr. Baz. Yes, Mr. Winn. The principal groups of employees not 
now eligible for old-age and survivors insurance coverage under Fed- 
eral law are public employees covered under Federal, State, and local 
retirement systems, agricultural workers who do not work for one em- 
ployer long enough to meet the regularly employed and $50 cash wage 
test, domestic workers who do not meet the $50 cash wage test and the 
24-day test, and clergymen and members of religious orders. 

Smaller groups excluded from coverage are certain fishermen and 
people in certain related fishing activities, students and student nurses, 
interns, workers whose work is not in the course of the employer’s trade 
or business and who do not meet the test as to regularity of employment 
and amount of wages, individuals in the employ of specified members 
of their immediate family, persons working for foreign governments, 
employees working for certain international organizations, and news- 
boys under age 18 and certain newspaper and magazine distributors. 
T might also include there, I believe, individuals engaged in activities 
in connection with the ginning of cotton and in connection with the 
production of gum resin who are completely excluded. 

The chief groups of self-employed persons not covered are farmer 
operators and specified self-employed professional groups such as 
doctors, lawyers, dentists, and achitects. ‘Those are examples. 

Mr. Wryy. Mr. Chairman, at this time I ask that a table entitled 
“Estimated Coverage and Noncoverage Status Under OASI of Per- 
sons in Paid Employment and Self-Employment in the Continental 
United States, December 1952,” be received in the record as exhibit 65. 
The information contained in the first column of this table entitled 
“Number of Persons” was supplied to the staff by the Bureau of Old 
Age and Survivors Insurance at the request of the staff. The per- 
centage computation in the next column was made by the staff. 

Chairman Curtis. Without objection, it is so ordered. 
(The table referred to, marked “Exhibit 65,” follows :) 














sch 


Weete 


Rall ROME I te SAE 


RN ae ia A li co 





Bien ti 





































































a ANALYSIS OF THE SOCIAL SECURITY SYSTEM 
a 
7 Exursirt 65 
{ TABLE 43.—Estimated coverage and noncoverage status under OASI of persons in 
; paid employment and self-employment in the continental United States, 
a December 1952 
Number of Percentage 
persons | of total 
Total paid employment and self-employment--............--.-- ; 63, 770, 000 | 100. 0 
Don SR I OR Rio oko ikvn hace co be dcdewkisneendtdecdcedieun | 51, 740, 000 ae @ 81.1 
. Nonagricultural industry and commerce-._-_-..........-...------ 38, 260, 000 | 60.0 

Railroad employment (Joint OASI-RR retireme nt) - ipekoue dun 1, 430, 000 22 

Domestic service Si ailocn desea kecislesannigiart oa an shite 890, 000 | 1.4 

Agricultural labor : ae Ta i aiiagtes ad ee 430, 000 | 0.7 

Nonprofit organizations (voluntar ary). . si ce dlie i elec 900, 000 1.4 

» GUND WRN ENIN Sod oon che ncebewecdcbocabaccdce a 4, 700, 000 | 7.4 

Governmental: | 

Federal civilian ___- ‘ i 7 ‘ ea ee 920, 000 1.4 
Armed Forces . ee is Wc geeecctverate ee icoudlaosain | 3, 590, 000 5.6 
State and local !- ae planiesis teicnsiaedes Padiaies 620, 000 1.0 
In employment not covered by OASI_-..- scinepteanataietam tie a 12, 030, 000 ad 18.9 

Industry and commerce. ..........-.- Sha id ire conan uiteheneacahetanincramaasaads | 100, 000 | 0.2 

Agricultural labor - . ciactidheiG atinaedaieam il Mis a a ke | 570, 000 | 0.9 

Domestic service. - - _ bres teafacs saosin call atoine etiam tata 760, 000 | 1.2 

‘ Nonprofit organizations_- imebhh incest e ben kenhieahaeoaanbeeennt 690, 000 LF 

Self-employed: | | 

Professions. - - - - idan tid eaabiiieks iid aabaimetiae ieee 450, 000 0.7 

Non-farm with incomes under $400. Sehwdedeaaation cirergiibieh aati | 740, 000 De 

Farm operators.. J scndeaptiaainissninanbidinittaaed seamed tide intbitatenina al 3, 690, 000 | 5.8 
Governmental: | | 

Federal civilian ?_____- ie Bs coedont | 1, 490, 000 | 2.3 

ND inns sin intsaeime Raat nina knee 3, 540, 000 5.6 

1 As of March 1953, the number had grown to 801,000, including State and local governmental employees 

anted retroactive coverage who were not in the December 1952 count. (See appendix I, table 9,p. 1026.) 

2 All of this group except approximately 40,000 field employees of the Post Office Department and a smal] 
number in other agencies were covered under existing Federal Government retirement systems. 

3 According to “Retirement Coverage of State and Local Governmental Employeer,” by the Burean of 
the Census, March 1953, there were 1,050,700 State and local governmental employees in October 1952 who 
were without either OASI or retirement system coverage. This would indicate in conjunction with cata 
above, that in December 1952 there were approximately 800,000—and in March 1953 approximately 600,000— 
State and local governmental employees without either OASI or retirement system coverage. 

Source: Data derived from appendix I, table 3, p. 1018. See that table for explanations 
of limitations of data and other explanatory information, 

Mr. Winn. Mr. Ball, with reference to exhibit 65, how many per- 
sons are estimated to have been engaged in employ ment and self- 
employment now covered by OASI? 

' * Mr. Batu. In December of 1952, 51,740,000. I might say, Mr. 

¥ 7: . . . a > : ~ 

‘ Winn, just so there is no confusion with the figures I gave e suctiae 
you remember I gave paid civilian employment—this total figure in 

4 ; a a 
this table includes the Armed Forces. Also, in that employment: 
covered by OASI figure, just a slight explanation to make clear that 
there is included in there the number of railroad employees, who are 
covered under the provisions of the railroad retirement program that 

are coordinated with old-age and survivors insurance. We put that 


figure in the covered figures because of the close coordination of the 
two programs. We have included the railroad em »loyees and we 
have also included the members of the Armed Forces because of their 
getting a $160 wage credit for each month of service. 

Mr. Winn. What was the total figure you just gave? 

Mr. Bax. 51,740,000. 

Mr. Winn. That is employment and self-employment covered by 
OASI at the present time. 

Mr. Batu. Yes. 

Mr. Winn. How many are engaged in employment and self- 
employment that are not covered ? 
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Mr. Bau. 12,030,000. 

Mr. Winn. Mr. Chairman, I ask at this time that a chart entitled 
“One-fifth of All Jobs Are Outside OASI” be received in evidence 
as exhibit 66. This chart is prepared from the data contained on 
exhibit 66. 

Chairman Curtis. Prepared by the staff? 

Mr. Wryn. Prepared by the staff. 

Chairman Curtis. Without objection it is so ordered. 

(The source of data in exhibit 66 is exhibit 65, entitled “Estimated 
Coverage and Noncoverage Status Under OASI of Persons in Paid 
Employment and Self-E mployment i in the Continental United States, 
December 1952.”) 

(The chart referred to, marked “Exhibit 66,” follows:) 


ExHIsitT 66 
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Source: For data, see exhibit 65. 
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Mr. Winn. What percentage of the employed and self-employed 
persons were engaged in activities not covered by OASI, Mr. Ball? 

Mr. Bauy. 18.9 percent, Mr. Winn. 

Mr. Winn. Considering the fact that these are estimated, based 
upon sampling surveys, and therefore subject to a certain margin of 
error which will be explained in the original table which was sub- 
mitted by your Bureau and which will be “introduced as a part of the 
appendix, then it can be said that approximately one-fifth of the per- 
sons in ps uid employment and self-employment in De« ember 1952 
were performing services not covered by the OASI program / 

Mr. Batt. Yes, Mr. Winn. 

Mr. Winn. And that is the information which is developed in 
graphic form in the pie chart which is exhibit 66? 

Mr. Batu. Yes. 

Chairman Curtis. As to this chart here indicating that a fifth of 
the jobs are outside OASI, of that fifth the only ones which might 
be covered by a public system would be Federal and local and State 
civilian jobs; would that not be so? 

Mr. Bau. Yes. 

Chairman Curtis. However, not all of them necessarily are covered 
by a public system ¢ 

Mr. Bau. That is correct. 

Chairman Curtis. To the extent of the others and even part of these 
public employees, it might be said that they receive unequal treat 
ment so far as OAST is concerned, as compared with other employees 
in the United States; is that correct / 

Mr. Baty. Yes, Mr. Chairman. 

Mr. Winn. Mr. Ball, it is true that when we speak of OAST cover- 
age we are employing the concept of jobs in employment and self- 
employment that are within the field of OASI coverage rather than 
that of individuals? In other words, the concept is jobs rather than 
people ? 

Mr. Bat. That is overwhelmingly true. There are a few relatively 
minor exceptions that perhaps for the completeness of the record you 
would like me to enumerate. 

Mr. Winn. Yes. 

Mr. Batu. For example, service performed by certain foreign agri- 
cultural workers is excluded from coverage by reference both to the 
type of service performed and to the individual. The family employ- 
ment exception relates to the relationship of the person to his em- 
ployer rather than the type of service performed. Service performed 
by a student in the employ of a school, college, or university 1s excepted 
on a personal basis rather than on a service basis so also is service 
performed by a student nurse. But the general point is completely 
correct, that in the overwhelming number of cases what you are 
employing is a concept of jobs and service and not people. 

Mr. Winn. In other words, except for these few exceptions which 
you gave, coverage follows the job rather than the person and a given 
person may be working in covered employment one day and in non- 
covered employment on the next day; is that true? 

Mr. Batu. Yes; Mr. Winn. 

Mr. Winn. Since in exhibit 65 the data are on the basis of the num- 
ber of persons employed in covered activities during a single month 
at the end of 1952, can it be said with certain minor reservations as to 
a small movement of employees among different employers within the 
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month that these figures represent approximately the number of jobs 
or positions in employment and self-employment either covered on 
the one hand or not covered on the other by OASI as of that time? 

Mr. Batu. Yes; Mr. Winn. 

Mr. WINN. Can it be concluded then that persons working in the 
approximately 51 million jobs during December of 1952 were building 
eligibility for OAST benefits and others working in approximately 19 
million jobs during that month were not building OAST benefit 
eligibility ? 

{r. Batu. That is a fair conclusion. 

Mr. Winn. Mr. Chairman, at this time I would like to have included 
in the record and marked exhibit 67 a table entitled “Status of the 
Population of the Continental United States, age 14 and over, with 

respect to earning credits upon Ww hich eligibility for OASI benefits are 
conditioned, December 1952.” ‘The data in the first column as to the 
totals down through the number with no OASI ear nings, which is the 
fifth item under the general heading “Age 65 and over,” are data which 
are supplied direc tly by the Bureau of Old Age and Survivors Insur- 
ance. The additional data in the table, including the last grouping 
under the first column, were obtained from table 23 of the Annual 
Statistical Supplement for 1952, printed in the Social Security Bulle- 
tin for September 1953, the latter being a publication of the Depart- 
ment of Health, Education, and Welfare. 

Chairman Curtis. Without objection, it will be received and marked 
exhibit 66. 

(The table referred to, marked exhibit 67, follows:) 


EXHIBIT 67 


TABLE 44.—Status of the population of the continental United States, age 14 and 
over, with respect to earnings credits upon which eligibility for OASI benefits 
are conditioned, Dece mber 1952 


Total Males | Females 

Population age 14 and over !. ; ra 116, 005, 000 57, 232, 000 58, 87%, 000 
Number fully insured ? 65, 000, 000 41, 300, 000 24, 800, 000 
Number uninsured, but with some OASI earnings 23, 700, 000 10, 700, 000 13, 000, 000 
Number with no OASI earnings ai 26, 300, 000 5, 200,000 | 21, 000, 000 
: =—: | = : 

Ages 14-64 only . 102, 700, 000 51,000,000 | 51, 800, 000 
Number fully insured ? ; 61, 900, 000 38, 100, 000 | 27, 900, ‘000 
(Includes number with no OASI earnings in 1952)3__ (14, 400, 000) (5, 300, 000) | (9, 100, 000) 
Number uninsured, but with some OASI earnings 22, 700, 000 10, 100, 000 | 12, 600, 090 
(Includes number with no OASI earnings in 1952)3_. .-| (13,000, 000) (5, 500, 000) | (7, 500, 000) 
Number with no OASI earnings 18, 100, 000 2, 800, 000 15, 300, 000 
Ages 65 and over. 13, 305, 000 6, 232, 000 | 7, 07%, 000 
Number fully insured 2 4, 034, 000 3, 203, 000 | 881, 000 
(Incluces number with no OASI e: arnings in 1952)3 (1, 900, 000) (1, 500, 000) | (450, 000) 
Number uninsured, but with some OASI earnings 1, 000, 000 700, 000 | 400, 000 
Incluaes number with no OASI e: arnings in 1952) (700, 000 (525, 000) | (240, 000) 
Number with no OASI earnings 8, 221, 000 2, 429, 000 | 5, 792, 000 
Number drawing primary aged benefits 2, 643, 932 2,051, 970 | 591, 962 
Number fully insured—not drawing primary benefits 1, 440, 090 1, 551, 000 | 289, 000 
Number drawing secondary aged benefits 1, 180, 098 8, 619 | 1, 171, 479 
Number of aged drawing no benefits 9, 481, 000 4,171, 000 5, 310, 000 
Number neither insured nor arawing benefits = 8, 041, 000 3, 020, 000 | 5, 021, 000 


| 
1 Includes, by special estimate of the Bureau of the Ceasus, 14,034,000 (6,629,000 male and 7,405,000 female) 
persons age 14-20 vears in the civilian population, 
2 ‘Fully insured’? has meaning as defined in title II of Social Security Act. All persons with 6 or more 
quarters of coverage on Dec, 31, 1952, qualified as being “‘fully insured.” 
3 Estimated on basis of percentages found to exist in calendar year 1951. 


Source: Data derived from appendix I, table 2, p. 1017, and table 4, p. 1023, and from 
table 23, annual statistical supplement—1952, Social Security Bulletin, September 1953. 
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Mr. Winn. Mr. Ball, you have exhibit 67 before you? 

Mr. Batu. Yes. 

Mr. Winn. This table purports to show, does it not, the number of 
people who have had at least some exposure to OASI coverage as 
contrasted with those who have no or practically no exposure ! 

Mr. Batu. Yes, Mr. Winn. 

Mr. Winn. Out of a total population age 14 and over of 116,005,000 
in December 1952, how many persons are shown to have been fully 
insured as the term is defined in title II of the Social Security Act? 

Mr. Batu. 66 million. 

Mr. Winn. As of December 1952 to be fully insured a person must 
have had six or more calendar quarters of coverage under the OASI 
program or, in other words, a person must have been me ed in 
covered employment for anywhere from 18 months to the entire 
period of 16 years that had elapsed since January 1, 1937, is that right? 

Mr. Baty. Yes; that is to be insured at the end of 1952 he could have 
earned six quarters of coverage at any time from the beginning of the 
program. 

Mr. Winn. However, his covered employment might have been any 
time from 6 quarters up to 16 years ¢ 

Mr. Batu. That is correct. 

Mr. Winn. How many persons are shown by exhibit 67 to have had 
some OASI earnings but still to have been uninsured to the extent 
of having had less than 6 calendar quarters of coverage? 

Mr. Bau. 23,700,000. 

Mr. Wixy. How many persons are shown on this exhibit to have 
had no OASI earnings during the period extending from January 
1937 through December 1952. 

Mr. Baw. 26,300,000. 

Mr. Winn. As to the age group of 14 through 64, please state the 
number shown on exhibit 66 who have been fully insured ¢ 

Mr. Bau. 61,900,000. 

Mr. Winn. How many in this age group were uninsured but had 
some OASIT earnings, Mr. Ball ? 

Mr. Batu. 22,700,000. 

Mr. Winn. And how many had had no OASI earning 

Mr. Batu. 18,100,000. 

Mr. Winn. By referring to footnote 1 we see that by special esti- 
mate of the Bureau of Census there were 14,034,000 persons in the age 
group 14 to 20 years in the civilian population. Since there were ap- 
proximately 14,034,000 persons in this group, is it fair to assume that a 
very large proportion of this age group would not yet have gone to 
work will account for a reason: bly large share of the 18,100, 000 per- 
sons age 14 to 64 shown to have had no OASI earnings? 

Mr. Baun. Yes, Mr. Winn. 

Mr. Winn. As to the 13,305,000 persons aged 65 and over, please 
state the number shown to have been fully insured ¢ 

Mr. Baxu, 4,084,000. 

Mr. Winn. How many of the group were uninsured but who have 
had some OASI earnings. 

Mr. Baw. 1,000,000. 

Mr. Winn. And how many who had no OASIT earnings? 

Mr. Bau. 8,221,000. 
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Mr. \Vinn. May it be concluded that within the age group of 65 and 
over ap yproximately 62 percent of the age group or 8,221,000 out of 
13,305,000 had had no OASI earnings ? 

Mr. Bau. Yes. 

Mr. Wiyn. Would a substantial proportion of these 8,221,000 per- 
sons be beyond the point in age at which they normally would be 
expected to be able to establish eligibility for primary OASI benefits ? 

Mr. Bax. I think that is a fair statement, yes. 

Mr. Wrxn. What is the number of men aged 65 and over who have 
liad no record of employment or self-employment covered by OASI 4 

Mr. Bau. What was the number of men? 

Mr. Winn. Number of men. 

Mr. Bau. At age 65 or over, 2,429,000. 

Mr. Winn. What is the number of women age 65 and over who have 
no record of employment or self-employment covered by OASI¢ 

Mr. Batu. 5,792,000. 

Mr. Winn. It is true, Mr. Ball, that some of these persons age 65 
and over who have no OASI earnings may qualify or have qualified 
for secondary OASI benefits; is that correct ? 

Mr. Batu. Yes, they may qualify as wives, widows, and parents, 
and so on. 

Mr. Winn. Now I would like you to refer back for a moment to 
exhibit 65, if you will. Under the classification “In employment 
not covered by OASIT,” ‘3 proximately how many persons were shown 
to have been employed in December of 1952 , in noncovered employ- 
ment in nonagricultural commerce and industry ? 

Mr. Baty. 100,000. 

Mr. Winn. Can you tell me what are the principal types of non- 
covered employment accounting for this 100,000 group ? 

Mr. Baty. This is quite a rough rounded figure, I am sure you 
understand, but the principal groups are the employee fishermen on 
vessels of 10 net ca or less who are fishing for other than salmon 
or halibut—that is a special exception there; newsboys age 14 to 17, 
employees working outside the course of their employer's trades or 
businesses and not meeting that $50, 24-day test, and people excluded 
by the family-employment exclusion. That is what makes up this 
100.000. 

Mr. Winn. Can you tell me how many persons are assumed to have 
been employed in a noncovered status in agricultural labor? 

Mr. Batu. 570,000, Mr. Winn. 

Mr. Winn. This 570,000 in noncovered agricultural labor compares 
with 430,000 shown to have been employed in agricultural labor 
covered by OAST; is that true, Mr. Ball? 

Mr. Batu. Yes, Mr. Winn. 

Mr. Winn. What are the technical distinctions—I think you gave 
this in your statement, but I would like to have it stated again—that 
determine whether a person employed on a farm is working i in non- 
covered employment as contrasted with covered employment ? 

Mr. Batu. This is a rather technical provision, gentlemen. I will 
try to make it clear. The first technical distinction relates to the type 
and the amount of payments to the individual. For any agricultural 
labor to be covered service under the law, only cash remuneration 
received by the individual counts. Moreover, the cash payment for 
such services must be not less than $50 a quarter 





Semaine’) 


ANALYSIS OF THE SOCIAL SECURITY SYSTEM 481 


The second technical distinction relates to the regularity of the 
individual's services for his employer. An individual performing 
agricultural labor is covered in any quarter in which he performs 
such services for an employer on a full-time basis on 60 days during 
the quarter, receives for such services not less than $50 in cash, and 
such quarter is immediately preceded by what is termed in the law 
a qualifying quarter. Now, a qualifying quarter is any quarter during 
all of which the individual was employed by his employer, or any 
quarter after this initial qualifying quarter in which the individual 
performed agricultural labor for at least 60 days on a full-time basis, 
The general effect of that time test is that an individual has to work 
for the same employer usually around 6 months. 

Chairman Curtis. It is entirely possible that you would have a 
situation where one farmhand on one side of the road running a corn- 
picker is covered by OASI and the farmhand across the road doing 
exactly the same work for the same amount of pay may not be 
covered ¢ 

Mr. Baty. That could happen. 

Chairman Curtis. One apple picker on one side of the road can 
be covered by OAST and another one on the other side of the road 
not covered by OASI ? 

Mr. Batu. Because they do not meet these tests; yes. 

Chairman Curtis. Yes; because of what the Congress has written 
in there in regard to whether or not you had a previous qualifying 
quarter, and so on. However, the social problem sought to be met 
involving both age and death is common to both of them ¢ 

Mr. Batu. Yes, Mr. Chairman. I would like to point out that in 
this particular area the Department and the President, of course, 
have recommended an extension of coverage that would eliminate these 
complicated time tests. 

Chairman Curtis. Yes; this partial coverage was brought about 
in 1950, I believe. 

Mr. Bauy. Yes. 

Chairman Curtis. The technical reasons were put in there, but as 
to the objectives of what the program should be, there are compelling 
reasons why they should all be treated alike; is that right ¢ 

Mr. Baty. Yes. 

Chairman Curtis. Hither a person who does farm labor is in or he 
is out as a class. 

Mr. Batu. We feel this should be extended. 

Mr. Winn. Mr. Ball, in addition to the farm laborers left out of 
coverage because they technically are not regularly employed, as the 
chairman pointed out, within the meaning of the OAST law, is it true 
that the excluded types of agricultural employment also include 
employment in the production or harvesting of crude gum from living 
trees and gum spirits of turpentine and gum resin if such products 
are procesed by the original producers of crude gum ? 

Mr. Batu. Yes; those activities are completely excluded. 

Mr. Winy. Is it also true that all employment in connection with 
the processing and ginning of cotton is excluded from OASI coverage ? 

Mr. Batu. I believe the phrase in the law, Mr. Winn, is in connec- 
tion with the ginning of cotton. 

ne You think the processing is covered and the ginning 
is not 
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Mr. Barz. I am not just sure what “processing” means. Some 
processing would certainly be in connection with the ginning. 

Mr. Winn. To the extent that the processing was in connection 
with the ginning it would be excluded. To the extent that it was not 
in connection with the ginning, the employment would be included ? 

Mr. Batu. Yes. 

Chairman Curtis. I want to ask a question or two right there. In 
all situations where you have an employer and employee the Gov- 
ernment does not have to look to the employee for the tax at all, 
does it? 

Mr. Batu. That is correct. 

Chairman Curtis. And in farm operations, cotton ginning, pro- 
duction of crude gum from living trees, and these other things, the 
payment of wages in any one of those situations would be claimed as 
a business deduction by the employer, would it not? 

Mr. Baux. Probably. I think that is true. 

Chairman Curtis. It is unlikely that a self-e mployed person would 
be hiring people to do this sort of thing who have an income of less 
than $400 a year. In other words, there was no difficulty in collecting 
the tax that would cause discrimination ? 

Mr. Bau. I think that is probably correct, Mr. Chairman. I think 
this was a policy decision rather than administrative. 

Chairman Curtis. It is not the difficulty in collecting the tax, be- 
cause the Congress obviously could prescribe that, as to wages paid 
claimed as a business deduction, the social-security tax had to be paid 
on them before the business deduction would be allowed. 

Mr. Batt. I think that is probably true. 

Mr. Mis. I just have one question about the matter raised by 
the counsel on the question of ginning of cotton. The term in the 
statute is with reference to employment in connection with ginning 
of cotton, is it not! 

Mr. Bau. Yes. 

Mr. Mituzs. So that you have no difficulty in administering that 
exclusion ¢ 

Mr. Batu. No; I know of no difficulty in administering the ex- 
clusion either. 

Chairman Curris. Mr. Eberharter. 

Mr. Exsernarter. I have been a bit interested in how commission 
salesmen are handled. Are they considered self-employed? In con- 
nection with that many of the employers claim that they sell the 
goods to the salesmen, and then they pay them a certain profit. That 
problem has always concerned me a little bit. 

Mr. Bau. This has been a difficult area in the past, Mr. Eberharter. 
The law now provides that the common-law tests of employer and 
employee relationship be applied with certain specified exceptions. 
There are certain groups named in the law and made statutory em- 
ployees and for all others the common-law control tests apply. 
Among the named groups who are specified as employees are full- 
time life-insurance salesmen. 

Mr. Packer. The act covers as employees agent drivers or commis- 
sioned drivers engaged in distributing meat products, vegetable prod- 
ucts, fruit produc ts, bakery products, beverages, or laundry , or dry- 
cleaning services for their principal. It gg includes a city or travel- 
ing salesman, other than an agent driver, or commission driver, who 
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is engaged by his employer to perform services on a full-time basis in 
the solicitation on behalf of his principal of orders from wholesalers, 
retailers, contractors, or operators of hotels, restaurants, and other 
similar establishments for merchandise for resale or for supplies for 
use in their business operations. 

Thus certain salesmen, city and traveling salesmen, are covered as 
employees. Those who do not meet the statutory test of employee 
either under the common law or under the specific inclusion, would be 
covered as self-employed individuals. 

Mr. Esernarter. It has been a rather knotty problem to administer 
that; has it not? 

Mr. Packer. No, sir. The definition has not presented many prob- 
lems in administration. The Internal Revenue Service and we have 
adopted common criteria for the determination of the status of the 
individuals. The problem areas have been almost insignificant. 

Mr. Exernarrer. I am glad to hear that. Thank you. 

Chairman Curtis. Mr. Curtis of Missouri. 

Mr. Curtis of Missouri. I would like to get back to this agricultural 
labor and your recommendation for extending to the group of non- 
covered farm laborers now. As I understand from the original state- 
ment the reason that they were not included in the beginning was 
for fear of not being able to meet the administrative problems. In 
your recommendations for extension you have already said that you 
have grappled with those problems. Iam just curious about one thing. 
Were the people in the Department of Agriculture satisfied that you 
would be able to solve these administrative difficulties? For example, 
I know one of the problems, the fact of the itinerant farm labor. 
They do not even keep their names. They work for Farmer Jones 
in the afternoon and then go down the road a mile and work for 
another farmer. Has the Department of Agriculture people been 
satisfied, do you know, with the administrative procedures that you 
have set up to handle that problem ? 

Mr. Baux. Mr. Curtis, I do not believe that I could give an official 
Department of Agriculture position on that. The people we have 
consulted with believe that it is practical. 

Mr. Curtis of Missouri. They are satisfied that you have a practical 
solution ? 

Mr. Batt. I should point out that we are not proposing to cover all 
agricultural workers, but to cover only those who are paid at least $50 
in cash by a given employer, so it still rules out some of your most 
difficult cases. 

Mr. Curtis of Missouri. So with respect to your recommendations 
under Mr. Reed’s bill, even there we are still going to have some who 
would not be covered ? 

Mr. Batu. Yes; there will still be some. 

Mr. Curtis of Missouri. One other question on that. In your rec- 
ommendations for extension have you recommended any change in 
the wage test? I notice you say that wages in kind which are con- 
sider: ably more frequent in this kind of employment are not included; 
only cash wages. Still you are proposing extension there, too. 

Mr. Bax. It would still be just cash wages. 

Mr. Curtis of Missouri. We would have some administrative diffi- 
culties if we tried to go beyond the cash wages, would we not? 
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Mr. Bary. I believe so. I might say that these administrative diffi- 
culties that are referred to are probably even larger for the farm- 
operator employer than for us. 

Mr. Curtis of Missouri. The difhic ‘ulty is his if he does not keep 
records; is that not right 2 

Mr. Batu. He in many instances will keep books and, as the chair- 
man has pointed out, he will need a figure for his business deductions 
on farm labor, but he may not keep it in the detail of a name and ac- 
count number for the individuals at the present time. There is one 
other aspect of this that I will comment very briefly on. The experi- 
ence with this rather complicated provision in the present law is such 
that my guess is that many farm operators would prefer to bring in 
more of the wage workers than to apply the qualifying quarter ‘and 
the 60-day test to distinguish those who should come in and those 
who shoul: 1 stay out. 

Mr. Curtis of Missouri. In other words, from the employer’s stand- 
point it would be easier for him. 

Mr. Batu. In some instances at least. 

Mr. Curtis of Missouri. I do know in the Commission’s statement 
here, in their report, they refer to undue burden on the employer, 
which of course is a great deal of the problem. Even if it were not 
a question there, it would be a question whether the employer actually 
would be able to fill the bill even if he had all the desire in the world 
to be cooperative. 

Mr. Batt. Yes. Those qualifications of the consultants I believe 
you will find go to the question of whether extension should go even 
further than the elimination of the time test and the retention of the 

S50 cash wage test. I believe that the report indicates that they had no 
real doubts about elimination of the time test and going to the $50 
cash test, which is what the bill introduced by Mr. Reed does. The 
further discussion about Treasury and our Department getting to- 
gether to make additional study is going to the point of extending 
even further to all those additional workers who do not have $ 350 
in cash wages in a quarter from one employer. 

Mr. Curtis of Missouri. Thank you. 

Chairman Curtis. Any further questions at this point? 

If not, counsel may proceed. 

Mr. Winn. Mr. Ball, refer again for a moment, if you will please, 
to exhibit 65 and tell us how many persons were shown to have been 
employed in domestic service not covered by OAST in December of 
1952? (See p. 475.) 

Mr. Batu. 760,000. 

Mr. Wrxwn. This number of 760,000 engaged in domestic service 
not covered by OASI compares with the 890,000 shown in the list im- 
mediately above, the list “Employment covered in OAST” engaged 
in domestic service that are covered by the program, is that correct? 

Mr. Batu. Yes, Mr. Winn. You understand again that these figures 
in some of ce areas are quite rough. 

Mr. Wryn. I understand that they are estimated figures and they 
are rounded and they are as good as we can get at the present time. 

Mr. Bata. Yes. 

Mr. Winn. What are the technical measurements that determine 
whether a person doing domestic service work is engaged in noncov- 
ered or covered employment under the OAST program ? 
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Mr. Baux. In order to be covered a domestic worker must receive 
cash remuneration of $50 or more from his employer for a calendar 
quarter for domestic services in the private home of the employer 
and the worker must be “regularly emp loyed” during such quarter 
of payment. Now, a domestic employee is “regularly employed” if 
he performs domestic service in a private home of the employer on 
at least 24 days during the quarter or if he was so regularly employed 
in the preceding quarter. If these conditions are met the remunera 
tion of the domestic worker is creditable as wages under the old-age 
and survivors insurance program. Again, let me say that the Depart 
ment and the President have recommended the elimination of the 
24-day test and the extension of coverage under the $50 cash wage 
test basis. 

Mr. Winn. Which is the same test ? 

Mr. Baxi. Yes: the same test recommended for the agricultural 
worker. 

Mr. Winn. Again referring to exhibit 65, what is the number of 
persons shown to have been employed in December of 1952 in non- 
covered employment with nonprofit organizations? 

Mr. Baux. 690,000. 

Mr. Winn. Is it true that these 690,000 persons working in non- 
covered jobs with nonprofit organizations compare with 900,000 per 
sons shown to have been under OASI coverage while working for non- 
profit organizations ? 

Mr. Batt. Yes, Mr. Winn. 

Mr. Winn. What are the statutory conditions in general terms 
under which employees of nonprofit organizations are brought into 
OASI coverage by voluntary action of themselves and their em 
ploye rs? 

Mr. Batu. The statutory conditions under which employees in non 
profit organizations are brought into old-age and survivors insurance 
coverage are contained in the Internal Revenue Code. A nonprofit 
organization must file a certificate waiving its exemption of taxes un 
der the Federal Insurance Contributions Act. This certificate must 
be accompanied by a list noting the concurrence of at least two-thirds 
of its employees in the request of the organization for coverage. Those 
employees who have signed the list and all employees engaged sub- 
sequent to the calendar quarter in which the certificate was filed are 
covered under the old-age and survivors-insurance program. 

Mr. Wrxn. The nonprofit organization is not subject to the FICA 
tax unless it waives its exemption; is that correct ? 

Mr. Baty. That is correct. 

Mr. Wrixvn. The first step is for it to waive its exemption so that the 
employers tax can be assessed against them ? 

Mr. Batu. That is correct. 

Mr. Wrixn. The second step then is to file a list which indicates that 
two-thirds of the employees in a particular area of work for the non- 
profit corporation have agreed to be under the OAST system? 

Mr. Barz. All the employees of that employing entity. 

Mr. Wry. All the employees of that employing entity regardless 
of where they fall? 

Mr. Baty. That is right. It is not quite two steps. You file the 
waiver and the list at the same time. 
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Mr. Winn. And if two-thirds of the emplovees request coverage 
then the coverage is compulsory for the other one third; is that cor- 
rect ? 

Mr. Batu. No, sir; not for those who are employed as of that time. 
The situation is that the two-thirds who sign this list are covered and 
the others who are employed in that quarter but did not sign the list 
are not covered, but any employees who are hired by that organization 
after the quarter in which they first come under the act are covered 
on a compulsory basis. 

Mr. Winn. Does the exemption remain with the nonassenting 
employee so that should he resign and again be employed he is then 
not covered, or does he become covered in the subsequent reemploy- 
ment ¢ 

Mr. Baxi. Under the circumstances you gave, he would become 
compulsorily covered when rehired. 

Chairman Curtis. In other words, a portion of them can elect not 
to pay the tax? 

Mr. Batu. Yes. 

Chairman Curtis. Of course they could elect to pay the tax, but 
they can, under the procedure that Congress has heretofore set up, elect 
not to pay this tax. 

Mr. Batu. And not get the benefit. 

Chairman Curtis. In these nonprofit organizations you have all 
manner of organization, depending upon what organization it is. 
Does this include churches? 

Mr. Batu. Yes; for the lay employees. 

Chairman Curtis. Then this description “nonprofit” includes the 
churches ? 

Mr. Batu. Yes. 

Chairman Curtis. You will have some churches where maybe you 
have a congregation and other churches with a wider area, diocese, or 
a synod, or something of that sort. 

Mr. Batu. Yes, Mr. Chairman. 

Chairman Curtis. Has it been difficult to find out who the employer 
was ¢ 

Mr. Bau. Really, it has not, Mr. Chairman. We anticipated quite 
a lot of difficulty with this provision and it has gone remarkably 
easily. We cannot say there has been any trouble to speak of in this 
area. 

Chairman Curtis. Was any notice given these people about how to 
proceed in these things? 

Mr. Bary Do you know the kind of notice, Mr. Bartlett ? 

Mr. Barrierr. I believe the directors of Internal Revenue have 
some forms which they will provide for the employers in respect to 
the waiving of the exemption and on which to indicate the celiaene 
of the employees. 

Chairman Curtis. I believe it has to be filed on time, does it not? 

Mr. Barrierr. With respect to the filing of it, I believe it is effec- 
tive as of the quarter in which it is filed. 

Mr. Packer. The first of the quarter following the quarter in which 
it is filed. 

Mr. Bartierr. Following the quarter of the filing. 
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Chairman Curtis. I have an individual case laid before me, the 
janitor of a church. It is a rather small community and is a most 
unusual situation. They have a full-time janitor whom they have had 
for years. No one was ever notified what they had to do to qualify 
thisman. He has come to the end of his employment now. He cannot 
work any more. Had the waiver and election been filed on time he 
would be eligible for benefits. However, as it now stands he is not 
eligible. It looked to me as rather a peculiar situation because in 
other parts of the law where someone works in covered employment 
and does not know it and no one ever pays a tax for it, he still collects 
his benefit ; is that not true? 

It is covered employment that qualifies you for benefits ? 

Mr. Batu. It goes to the covered employment rather than the tax, 
that istrue. I might say that we used, of course, our general informa- 
tional sources to try to get word of this type of provision around, but 
I think there was no comprehensive circularization to these organiza- 
tions, but rather reliance upon general publicity. 

Mr. Miius. That is what I had in mind, if you will pardon me a 
second. I intended to ask, no one made any particular effort, did 
they, through publication of pamphlets or anything else to get these 
nonprofit organizations to waive this exemption from taxation ? 

The churches perhaps were notified as the Methodist Church, or as 
the Catholic Church, or as the Presbyterian Church, but individual 
churches presumably were not. I never knew of any in my section 
that received any notice of any kind. 

Chairman Curtis. The point is, we wrote the law so that anybody 
else could not be penalized for their lack of information. A farm- 
hand where his employment qualifies him for benefits even though he 
never heard of it, nor his employer, nor any of his neighbors and no 
tax ever paid, would still get his benefit wouldn’t he, if he proved his 
employment ? 

Mr. Batu. Yes. 

Mr. Mitts. There is no question about the right of Government to 
tax in one instance. There is the question of the Government’s right 
to tax in the other instance, so that they are two entirely different 
situations. That was the thinking of the Committee on Ways and 
Means as we proceeded, and especially of the conference committee, 
with these problems of including the employees of these nonprofit 
organizations under title II. It is a very technical and involved 
matter and I know we spent several days, almost weeks, in finally 
working it out. We had all types of issues. 

Mr. Batu. Mr. Chairman, I just wanted to comment in addition 
that I am sure you would appreciate that the position of the Govern- 
ment would be a little delicate in this area. We would not want to be 
seeming to pressure anyone into taking a voluntary type of coverage. 
We made available on request full information. 

Chairman Curtis. 1 understand that. However, I still think that 
in view of the generosity of Congress for new starts, the matter could 
have been handled—it was an oversight in the Congress and we realize 
oversights happen—so that a waiver might in certain circumstances 
be made retroactive. 

You may proceed. 
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Mr. Winn. Mr. Ball, of course a part of these 690,000 persons to 
which you have just referred are composed of those individuals who 
either have not yet elected or who are employed by nonprofit organ- 
izations which have not elected to place their employees in covered 
OASI employment. That is correct; is it not? 

Mr. Bau. Yes. 

Mr. Winn. But also included in the 690,000 group are certain spe- 
cifically excluded types of employment which are necessarily or usu- 
ally in nonprofit organizations such as emp loyed ministers of the 
vospel and members of religious orders. That is correct; is 1t not? 

Mr. Batu. Yes. That is the large group. There are probably about 
350,000 ministers and members of the religious orders who are included 
in that. 

Mr. Wry. In other words, that is the largest group of this 690,000? 

Mr. Batu. Yes. 

Mr. WINN. Larger than those who have not elected to receive the 
OAST benefits ? 

Mr. Bau. Yes. 


Mr. Wrxwn. Another group would be students engaged in domestic 


service in college groups, and fraternities, and similar organizations ; 
would it not? 

Mr. Baww. Yes. 

Mr. Winn. Anda third group would be student nurses and interns 
employed in hospitals and nurses training schools, and a fourth would 
he stude nt emp toa of schools, colleges, an id 1 nih ersities regularly 
enrolled in such institutions ? 

Mr. Bau. Yes. 

Mr. WINN. Would you again refer to exhibit 65 and state the num- 
her of self employed professional people shown to be excluded from 
OAST coverage? 

Mr. Ban. 450,000. 

Mr. Winn. What are the specific classes of self-employed profes- 
sional people excluded from cove rage ? 

Mr. Baru. These are the professions named in the law: lawyers, 
physicians, dentists, osteopaths, veterinarians, chiropractors, naturo- 
paths, optometrists, Christian Science practitioners, architects, certi- 
fied public accountants, accountants registered or licensed as account- 
ants under State or municipal law, full-time practicing public account- 
ants, funeral director, or professional engineers. Here again the 
Department and President have recommended extension of coverage 
to these groups, Mr. Chairman. 

Mr. Winn. Again with reference to exhibit 65 what is shown to be 
the number of self-employed persons in uonagricultural endeavors 
that are excluded from OAST coverage because of having net taxable 
incomes from self-employment of less than $400 per annum? 

Mr. Bax. 740,000. T might point out here that, this being a one- 
time figure, m: ny people who are in that group might have coverage 
at some other time. There is the other point that this includes people 
who are only very partially eng: a. in any kind of an activity. They 
may be really more or less retired or disabled people doing a little 
bit on the side. 

Mr. Wry. Is it true, Mr. Ball, as a hypothetical example, that if 
the self-employed person in any particular year has net taxable earn- 
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ings from self-employment of $399 he would not secure any OASI 
coverage for that year? 

Mr. Bau. Yes, Mr. Winn. 

Mr. Winy. Is it also true that if he had had a net taxable income 
from self-employment of $400—$1 more—he would secure four quar- 
ters of OASI coverage for that year ¢ 

Mr. Batu. Yes, that is correct, Mr. Winn. Self-employment income 
is defined to exclude earnings from self-employment of less than $400 
and if an individual has $400 in self-employment income he is credited 
with those four quarters of coverage and if he has less than $400 he 
is not. 

Mr. Winn. This figure which you have given us as to the number 
excluded refers to those who were excluded for the whole year 
of 1952; does it not? 

Mr. Baxi. It is an estimate as of December 1952 of people who 
would be during the whole year excluded on the basis of earnings of 
less than $400. 

Mr. Winn. In other words, it is an estimate of the people, although 
we have used the December 1952 date, of those who in 1952 are ex- 
cluded because of less than $409 a year income in 1952? 

Mr. Batu. That is just a little bit different. 

Mr. Winn. You say it the way it should be. 

Mr. Batu. It is an estimate of, taking a single time, December 1952, 
the number of people who are working in self-employment in that 
month who will have less than $400 from self-employment during the 
whole year. There may be some other people who were in self- 
employment in January or some other time but not in December, who 
also will have less than $400 from self- -employment for the year. 

Chairman Curtis. I believe the committee will recess at this time 
until 2 o’clock. 

(Thereupon, at. 12: 25 p. m., the hearing recessed on Wednesday, 
November 18, 1953, until 2 p. m. the same day.) 


AFTER RECESS 


Chairman Curtis. The committee will resume and, Mr. Winn, you 
may continue your examination, 

Mr. Winn. Mr. Ball, will you please again refer to exhibit 65 and 
state the number of self- employed farm ‘operators shown to be out 
side the coverage of OASI in December of 1952? 

Mr. Batu. 3,690,000. 

Mr. Winn. This group of self-employed farm operators represents 
5.8 percent of the total number of persons engaged 1n paid employ- 
ment and self-employment in December of 1952 and therefore is the 
largest single occupational group not covered by the OAST program; 
is that true? 

Mr. Batu. . Yes, that is true. 

Mr. Winy. Is it true that the exclusion from OASI coverage applies 
to both owner-operators and tenant-operators of farms? 

Mr. Batu. Yes, Mr. Winn, unless there is a rare case where a tenant- 
operator might be held to be an employee. 

Mr. Wriyy. A tenant-operator as such is excluded ? 

Mr. Bau. Yes, ordinarily. 
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Mr. Wiwyy. Although the coverage exclusion applies generally to 
farm owner-operators and farm tenants, is it a fact that there may be 
situations under which an individual whose business primarily is that 
of operating a farm may be subject to coverage as to certain com- 
mercial activities carried on by him on his farm / 

Mr. Batu, Yes. Certain activities of farm operators in the process- 
ing of agricultural commodities, more than one-half of which are 
produced by others, may result in a farm operator having covered self- 
employment income. 

Mr. Winn. Would you read that back, Mr. Reporter ? 

(Answer read by the reporter.) 

Mr. Winn. Mr. Ball, are there other situations in which self-em- 
ployed persons who are not farm operators may be excluded from 
coverage because their self-employment is of an agricultural nature 
and is performed on a farm? 

Mr. Bax. Self-employed persons who are not farm operators may 
engage in an activity like custom harvesting or cultivating activities 
on a farm. In such situations they would derive income from their 
work that would not be covered. 

The statutory test is whether or not such services if performed by 
an employee would constitute agricultural labor as defined. 

Mr. Winn. Mr. Ball, how many civilian employees of the Federal 
Government are shown on exhibit 65 as being not covered by OASI? 

Mr. Baty. 1,490,000. 

Mr. Winn. These 1,490,000 Federal civilian employees not covered 
by OASI, compare with approximately 920,000 Federal civilian em- 
ployees who are covered by the program; is that true? 

Mr. Bat. Yes, Mr. Winn. 

Mr. Winn. With reference to footnote 2 of exhibit 65, is it your 
understanding that of the 1,490,000 Federal civilian employees ex- 
cluded from OASI cover: age, all except approximately 40,000 Federal 
employees in the Post Office Department and a relatively small num- 
ber of employees in other Federal agencies already are covered under 
existing Federal Government retirement systems such as the civil 
service retirement system ? 

Mr. Batu. Yes, that is my understanding. 

Mr. Wiyy. Is it true, however, that under the applicable portion 
of sections 210 (a) (6) and 210 (a) (7), there are certain classes of 
civilian Federal employees who may have neither OASI coverage nor 
coverage under an existing Federal retirement system ? 

Mr. Baty. Yes. 

Mr. Winn. That is, excluding those which were just listed in the 
previous question ? 

Mr. Batu. Yes. Sections 210 (a) (6) and (7) exclude some per- 
sons not under any Federal ret ieee system. These are the sections 
that result in the exclusion of the 40,000 referred to earlier and a few 
others. 

Mr. Wrnvy. Is it also true that there are situations under which an 
individual may acquire retirement benefit rights under an existing 
Federal retirement system, such as the civil service retirement system, 
and then through a technical change in his employment relations with 
the United States Government come under the OAST system so that 
eventually he may become entitled to both OASI and civil service or 
other Federal retirement benefits ? 
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Mr. Batu. Yes, there is such a situation. 

For example, service in the employment of the Federal Government 
performed by a person aged 62 or over, who is receiving an annuity 
from the civil service retirement system is not covered by that system. 
He is out from under civil service. Therefore, he is generally covered 
by old age and survivors insurance. 

It is possible under the law, therefore, for an individual technically 
to retire from the Federal Government and then come back into the 
Federal Government, be rehired by the Federal Government, and his 
service after he is rehired would generally be covered under old age 
and survivors insurance. 

I might say that such arrangements have been discouraged by the 
Civil Service Commission, which has issued instructions to all de- 
partments and agencies to be on the lookout for that. 

Chairman Curtis. What happens to the civil service retirement 
benefit when he comes back to work; is it suspended ¢ 

Mr. Batt. No, it is offset against the salary. He gets less salary. 

In other words, he gets the full civil-service benetit, but the salary 
he receives 

Chairman Curtis. The salary is perhaps the classified salary less 
the benefit 

Mr. Bauu. Yes. 

Chairman Curtis. So, in other words, he gets the full salary ¢ 

Mr. Batu. Yes. 

Chairman Curtis. The equivalent of the full salary ? 

Mr. Bau. Yes, in effect. This is a situation that has seemed to us 
in the Bureau to deserve consideration for probable change and amend- 
ment and we are working on that. 

Chairman Curtis. Are there ver y many that fall in this category / 

Mr. Bat. No; I do not think the numbers so far are very great. 

Chairman Curtis. Where it reaches an age group where they would 
get the benefit of new starts, the benefit of a new start at any time, 
so that part of a person’s OASI benefit is paid back to him, it would 
be very small in reference to this category of older civil servants / 

Mr. Batu. Yes, Mr. Ch: urman, Howeve ‘r, as I say, that situation 
has been discouraged by the Civil Service Commission. 

If you would like, I have a letter here from the Civil Service Com- 
mission on this point to all departments and agencies in which they 
attempt to stop that kind of practice. 

Chairman Curtis. I think it would be a good thing to have it. 

Mr. Reporter, it will be marked “Exhibit 68” and without objection 
it will be incorporated in the record. 

(The material referred to was marked as “Exhibit 68” and in- 
corporated into the record. ) 





EXHIBIT 68 


UNITED STATES CIVIL SERVICE COMMISSION, 
August 9, 1951. 

Dear Mr. Ewrne: The Commission recently has learned that in several cases 
Federal employees have exercised their right of optional retirement under the 
Civil Service Retirement Act and then have been immediately reemployed in the 
same position. Since no actual retirement takes place presumably the objective 
of this action is to permit the employees to qualify for social-security benefits 
after a relatively short period of additional service. ‘Thus he will later be able 
to leave the Government service with a social-security annuity in addition to 
his civil-service annuity. 
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In the Commission’s opinion this practice is contrary to the intent and purpose 
of the civil-service retirement and social-security systems. We believe that 
Federal administrative officials would invite criticism by participating in such 
an arrangement with an employee. 

The Commission is bringing this matter to the attention of each agency head 
in the belief that a reasonable and firm policy will be adopted in each de partment 
and agency to prevent abuses. We prefer that such steps be taken rather than 
to impose restrictive rules governing the reemployment of annuitants. For this 
purpose we suggest a policy substantially as follows: 

“Reemployment of a civil-service annuitant will not be approved for the pur- 
pose of conferring upon the employee the benefits of the Social Security Act. 
In considering any such reemployment requests, the appointing officer must be 
convinced that affirmative action will be in the interest of the public service. 

“Reemployment without a break in service of a former employee who is 
eligible and has applied for optional retirement will be conclusively presumed 
in the interest of the applicant and will be denied.” 

Sincerely yours, 
ROBERT RAMSPECK, Chairman. 

Mr. Winn. Mr. Ball, what is shown on exhibit 65 to be the number 
of State and local governmental employees not under OASI coverage ¢ 

Mr. Baw. 3,540,000, Mr. Winn. 

Mr. Winyn. Is it a fact that this group of State and local govern- 
mental emp loyees eee ta d.6 percent of the total number of per- 
sons who were employed in December 1952 and therefore represents 
the second largest number of jobs not subject to OASI? 

Mr. Batt. Yes, Mr. Winn. 

Mr. Winn. In comparison, please state the number of State and 
local governmental employees shown by exhibit 65 to have been placed 
under OASI coverage by voluntary action of the respective State and 
local governments, 

Mr. Bau. The number shown in the table here is 620,000, Perhaps 
I ought to make an additional point for complete accuracy. Only 
about 590,000 out of that 620,000 are actually covered under these vol- 
untary agreements. There are roughly 30,000 additional who were 
covered under special provisions in the act relating to the transporta- 
tion systems, and adding those two together you get the 620,000. 

Chairman Curris. You are talking about where a city owns a trans- 
portation system ¢ 

Mr. Batu. Yes, Mr. Chairman. 

Mr. Winn. With reference to footnote 1 of exhibit 65, please state 
how many State and local employees are shown to have been under 
OASI coverage by March 1953. (See p. 475.) 

Mr. Baty. 801,000. 

Mr. Winn. In a general summarized form, Mr. Ball, please de- 
scribe the plan and conditions under which States may enter into 
voluntary agreements with the Federal Government for coverage of 
State and local employees under the OASI program. 

Mr. Baz. In general a State which has enacted legislation authoriz- 
ing it to enter into an agreement with the Secretary may cover its 
e mployees by requesting that the Secretary “3 Health, Education, and 
Welfare enter into such an agreement with it. The agreement must 
make provision for coverage of one or more coverage groups of em- 
ployees of the State or any of its political subdivisions in accordance 
with the provisions of the Federal statute. 

A coverage group is a defined group of employees of a single gov- 
ernmental entity. All eligible members of the coverage group must 
be covered. 
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No employee performing services in a position covered by a retire 
ment system on the date the agreement or modification of an agree- 
ment is entered into may be covered under the agreement, nor may 
his successor in that position be covered. The retireme snt-system ex- 
clusion, moreover, precludes the coverage of individuals in positions 
covered by the system even if the individuals themselves are excluded 
from coverage under the system for some special reason. Some of 
the plans, for instance, will not allow an individual to come under 
them if he is past a certain age and yet he may be in a position that is 
covered by the retirement system. He would still be excluded. 

The State may at its option cover agricultural labor or student 
services Which would be excluded if performed for a private employer, 
and it may exclude at its option emergency services or services in any 
class or classes of positions, the compensation for which is on a fee 
basis, or any class or classes of elected positions or part-time positions. 

The agreement may be modified to include services within any of 
the above optionally excluded categories and also to include additional 
cove rage groups. 

An agreement entered into prior to January 1, 1954, may covet 
services retroactively to January 1, 1951. 

An agreement may be terminated by a State, whether in its en 
tirety or for any coverage groups, after it has been in effect for 5 years 
upon giving at least 2 years’ advance notice. 

The Secretary, after reasonable notice and opportunity for a hear 
ing to a State, may terminate the agreement in its entirely or with 
respect to any coverage group if he finds that the State has failed or 
is no longer legally able to comply substantially with any provisions 
of the agreement or of the Federal law. 

In general the Federal Government undertakes in the agreement 
to pay the same benefits that are provided for other covered workers 
in the Federal law and the State on its part agrees to pay contribu- 
tions that are comparable to the taxes that are required of covered 
employers. 

Chairman Curtis. What does the Federal Government do? 

Mr. Bau. It agrees to pay the same benefits under the same condi 
tions as exist for other covered workers. 

Chairman Curtis. It might be stated that they agree to treat them 
as they treat other employees / 

Mr. Batu. Yes, Mr. Chairman. 

Chairman Curtis. So by reason of the compact with the State the 
Federal Government makes no further agreement with State and 
municipal employees than the act itself gives for all people? 

Mr. Bauu. I think that is a fair statement. 

Chairman Curtis. The reservations in the act that conditions can 
change any time and so on, apply in this case even though we have a 
compact arrangement with the State. 

Mr. Batu. Yes, Mr. Chairman. 

Chairman Curtis. We are just obligated to treat them as other 
employees ¢ 

Mr. Batu. Yes, Mr. Chairman. 

Mr. Winn. Mr. Ball, what is generally the stated reason, if you 
know, why coverage was extended to State and local governmental 
employees on a voluntary basis instead of on a compulsory basis? 
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Mr. Bary. Mr. Winn, that I assume to be because of the probability 
of a constitutional question if the Federal Government undertook 
to tax State covernments. 

Mr. Wiywy. Is it a fact that under existing law no State and local 
governmental employees can be brought under the OASI coverage 
who are already covered by a State or local retirement system on the 
effective date of the agreement applicable to the coverage group of 
which they were members ? 

Mr. Batu. Yes, Mr. Winn. 

Mr. Wrxw. Is it possible for a group of State or local governmental 
employees not covered by a retirement system at the time of entry 
into OAST coverage to be brought into a State or local retirement 
system et established ? 

Mr. Batu. Yes. The retirement system exclusion precludes cover- 

age under an agreement only of services performed by employees of 

the State or political subdivisions in positions that are covered by the 
retirement system on the date the agreement is made applic: able to 
the coverage group of which such individuals are members. 

Mr. Winn. Do you know whether such dual coverage under both 
OQASI and a State or local retirement system already has been estab- 
lished in cases such as, for example, that of the State of Virginia? 

Mr. Baunt. Yes. In addition to Virginia, there are at least the 
following States which have provided supplement: iry protection in 
addition to old-age and survivors insurance: Arizona, De laware, Lowa, 
Mississippi, Oregon, and Wyoming. 

Many local subdivisions, in addition to these States, have made 

imilar arrangements for supplemental coverage. 

Mr. Winn. How was the dual coverage brought about in the State 
of Virginia, if you know, Mr. Ball? 

Mr. Batu. Yes: Ido. The State of Virginia terminated its retire- 
ment system through an act of the legislature repealing the system. 
Provision was made for the refund of contributions for employees 
and the system was liquidated. After entering into an agreement to 
extend coverage to its employees under the old-age and survivors in- 
surance system, the State put into effect a statewide retirement system 
which is different in substantial degree and in material factors from 
the previous system and which supplemented the benefits provided for 
under the agreement. 

Chairman Curtis. Would it have made any difference if it had not 
been substantially changed ? 

Mr. Batu. I would like to ask Mr. Packer if he would answer that. 
I am not sure. 

Mr. Packer. It might have made a substantial difference in the 
result. 

Chairman Curtis. In what way? 

Mr. Packer. In that if the retirement system itself was repealed 
and it was a ‘nt that the retirement system. the same retirement 
system, would be carried over immediately following entrance into 
the agreement, there might be a substantial question as to whether 
there had been, in effect. repeal of the retirement system. 

Chairman Curtis. This situation was apparent ‘at the time ete 
gress wrote in that prohtbition and it was rather freely discussed, 

I reeall, that a State or a subdivision could abolish their existing svs- 
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tem, come into OASI, and then reinstate a system and today was the 
first—I don’t mean to charge surprise—I heard that the new system 
would have to be substantially different. 

Mr. Packer. So far we really haven’t faced the problem because 
no State has attempted to reenact the very same system. All States 
so far, Mr. Chairman, have enacted new systems in which they estab- 
lished new benefit structures supplementary to OASI benefits. 

Chairman Curtis. In other words, the new structure could have im- 
provements and additions and liberalizations that would have been 
made in due course anyway. 

Mr. Packer. They might very well, sir. 

Chairman Curtis. And the Bureau in the past has not discouraged 
the coming in under OASI by this method; have they ¢ 

Mr. Packer. I would say, sir, that from the very outset when this 
provision was enacted, these questions were broached. In each such 
mstance we pointed up that it was a matter of State concern as to 
whether employees of a State should have retirement system protec- 
tion, the amount of benefits they should be paid, or how they should 
be covered. 

However, we also pointed up very clearly to the Council of State 
Governments, at its assemblies of States, to municipal law officers’ 
associations, and to any number of other questioners on this subject, 
that, of necessity in the repeal of any retirement system, they taced 
both very diflicult practical problems involving the repeal and also 
— ult legal questions as to whether they might have the right to 
repeal, but that these were State questions. 

C i Curtis. In advising any of these States or subdivisions 
that this procedure was available, realizing, of course, the practical 
problems of liquidating anything, were any of them advised in writ- 
ing that if they reinstated their system it would have to be different 
from the old system ? 

Mr. Packer. No, sir. 

Mr. Bari. Could I comment just one moment on that situation 
in general ¢ 

Chairman Curtis. Surely. 

Mr. Bau... I might say that the Department has been disturbed 
about the States and localities having to obtain this supplementary 
coverage through the process of a liquidation of a system and the 
setting up of a different system. The Department and the President 
have recommended a change in the law that would make it possible 
for States and localities to do what is common practice in the whole 
area of private industrial employment, where you design a system 
supplementary to OASI. 

Mr. Mus. When this provision was originally enacted by Con- 
gress it did not carry out the request of the President at that time, 
or the recommendation of the Federal Security Administration. It 
was much more limited than the Federal Security Administration 
recommended. 

At that time you recommended that they be included even though 
they had a retirement system of their own. 

Mr. Bari. Yes, Mr. Mills; with the proviso that the employees 
under the systems have an opportunity to vote on whether to come 
under. 
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Mr. Mitts. It would have been dual coverage under these recom- 
mendations, but the Congress decided that it was not proper, for 
some reason, that dual coverage be extended. 

We were endeavoring to prevent, I think, situations such as that 
which did occur in Virginia. I think we were trying to prevent that 
very thing happening. 

Chairman Curtis. As a matter of fact, the prohibitions were af- 
fected by the legislative policy involved and the desire of certain 
groups not to have anything to do with OASI for fear they would 
interfere with their existing systems; is that correct ? 

Mr. Batu. That is my understanding. 

Mr. Mirus. As I remember, three groups, the policemen, firemen, 
and teachers, were fearful that if we took them into OASI they would 
lose their State pension systems, and they didn’t want that. 

Mr. Winn. Mr. Ball, a few moments ago you read a list of some 
10 or 12 States in which there is presently dual coverage. Should the 
subcommittee infer from your answer to that question that each of 
these States had had preexisting retirement systems which were liq- 
uidated prior to the compact with the Feder al Government? 

Mr. Bauw. Yes. 

Mr. Wrxw. Each did, so it was not only Virginia, but there were 
some 10 or 12 other States in which the same situation occurred ? 

Mr. Bax. Yes; that is my understanding. 

Mr. Wrywn. In order to illustrate certain complications that may 
arise in connection with the administration of existing OASI cover- 
age provisions, I am going to ask a series of questions regarding 
specific coverage problems. 

With respect to section 210 (a) (1) (A), of the Social Security Act, 
which defines employment so as to exclude agricultural labor per- 
formed by an individual not “regularly employed” by his employer, 
is it a fact that if a farm employee first were employed within a few 
days after the Ist es of April in any year, he would work continu- 
ously through the farming season and well into the month of Novem- 
ber of that year and still not have OASI coverage as to the service he 
performed on the farm during that season ? 

Mr. Batt. Yes; that could happen, Mr. Winn. A farm employee 
must have a qualifying quarter in order to be regularly employed and, 
in order to have a qualifying quarter initially, he must have been con- 
tinuously employed by the employer during all of that quarter. 

Therefore, if his employment with the employer begins several 
days after April 1, as in your example, the quarter beginning April 
1 cannot be a qualifying quarter, since he has to be. continuously 
employed throughout. His first qualifying quarter therefore begins 
on July 1 and the first quarter in which he can be covered, which is the 
quarter after the qualifying quarter, begins on October 1 

Therefore, he could serve well into November wheres working as 
much as 60 days in that quarter and he has to work 60 days in order 
to be covered in that quarter. 

Mr. Mirus. I might say at this point that there were some who 
helped write this particular provision who fully realized that would 
be the result and I think we so worded it to accomplish that result. 
It was either that or nothing at the time. 
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Mr. Winn. With respect to this illustration which has just been 
given, is it a fact that if a farm laborer first had been employed by 
the farmer in question on April 1 and had remained in continuous 
employment, he could have h: - oa age in the calendar quarter . 
July, August, and September, if during that quarter he worked : 
least. 60 full-time days and earned more than $504 

Mr. Mitrs. Yes; that could happen. 

Mr. Winn. In other words, Mr. Ball, is it proper to conclude that 

\ farm laborer, assuming that other qualifying conditions have been 
aah could obtain coverage in the July-September quarter if he orig 
inally had been employed on April 1, but would be denied coverag 
until the October-December quarter if he first had been employed on 
April 2 rather than on April 1? 


Mr. Baux. Yes: that is a proper conclusion, Mr. Winn. 

Mr. Winn. Now then, with shaiion to section 211 (a) (2) of the 
act, which was supplemented by section 210 (£) provides for the exelu 
sion of the self-employed farmer from OAST self employment 
coverage 

Is it a fact that a farmer who carries on a subsidiary business on 
his farm, such as the cleaning ef beans for himself and a neighbor, 
would be treated as being in covered self-employment on the ne 
of the beans, if 51 percent or more of the bean cleaning is done for 
the neighbors, but woul | not be in covered self-e mployment if D0) or 
more of the bean cleaning was done on beans prodi iced by himself ¢ 

Mr. Bani. Yes; a farmer who carries on certain processing opera- 
tions on his farm in which he processes his own products and those 
of others is in covered self-employment if more than half of the 
commodities processed is produced by others, and is not in covered 
self-employment if more than half of the processing is done on his 
own products. That would make it agricultural in the latter case. 

Mr. Winn. This particular illustration, I believe, is found in section 
1544 of the Claims Manual of the Bureau of Old-Age and Survivors 
Insurance. Is that correct, Mr. Ball? 

Mr. Batu. Mr. Bartlett will check that here. 

Mr. Wrixn. Tell me what the Claims Manual is, please. 

Mr. Batu. The Claims Manual is a set of instructions to our field 
and area office personnel for the administration of these claims 
prov islOns. 

Mr. Winn. And the Claims Manual contains postulated situations 
and examples, which indicate the working of the statutes and the 
reoulations ? 

Mr. Baty, Frequently. 

Mr. Bartriuetr. Shall I read the section ? 

Mr. Wrxwn. I just wanted to verify that this was in section 1544. 

Mr. Bartierr. Section 1545 is the one that describes the situation 
where the farm operator does commercial processing for others, as 
well as doing his own. 

Mr. Wryyn. Did you look for section 1544, the self-employed indi 
vidual as farm-operator example? 

Mr. Barttetr. Yes. 

Mr. Winn. One of his activities is cleaning the beans for market ? 

Mr. Bartrietr. Yes. I see the example now. 

Mr. Batu. That seems to be the example. 
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Mr. Wuxy. That Claims Manual is a rather ponderous volume, is 
it not, Mr. Ball? 

Mr. Bauw. I think it is more than a volume. 

Mr. Wiyy. It is 2 volumes, is it not, with about 6 inches of printed 
material / 

Mr. Batu. Yes; it is quite bulky. 

Chairman Curtis. How much of that volume is taken up with the 
determining whether a person is in or out of the program 4 

Mr. Batu. The coverage provisions all together ? 

Chairman Curtis. Yes. 

Mr. Bauw. Mr. Bartlett will make an estimate of that. 

Mr. Barrierr. I would say that, roughly, one-half of one of the 
volumes is devoted to an explanation of the coverage provisions. In 
page numbers, I don’t know quite what that would be. The pages are 
not numbered, the references being to chapters, sections, and so on. 

Mr. Esernarrer. Does that include examples? 

Mr. Bau. Yes; it includes quites a bit by way of instructional 
material having to do with the type of information that needs to be 
developed, the forms and the like. It is not all substance. 

Chairman Curtis. I understand. 

Mr. Wixn. Now, Mr. Ball, this situation which was just referred 
to, namely, the bean cleaning operation, is due to the wording of sec- 
tion 210 (f) (4) (A) of the act, under which there is an exclusion 
of agricultural labor— 
in handling, planting, drying, packing, packaging, processing, freezing, grading 
storing, or delivering to storage or to market, or to a carrier for transportation 
to market in its unmanufactured state any agricultural or horticultural com- 
modities, but only if such operator produced more than one-half of the com- 
modity with respect to which such service is performed. 

Mr. Bauu. Yes; that is the statutory provision which results in 
this situation. 

Mr. Wrxn. Now, with respect also to section 211 (a) (2) as sup- 
plemented by section 210 (f), is it a fact that a person engaged com- 
mercially in the threshing of grain on farms would be denied OASI 
coverage as to such self-employment, even though he was not in any 
sense a farm operator, whereas a carpenter who constructs buildings 
on a farm under a contract arrangement, would have self-employment 
coverage status there ? 

Mr. Bauu. Yes; that is correct. 

Mr. Wiyyn. And that situation is set out in paragraph 1545 of the 
Claims Manual, I believe? 

Mr. Baty. Yes. 

Mr. Wrxy. Is it a fact that the distinction in the illustration above 
is based upon the fact that the self-employed grain thresher was 
performing work on a farm in connection with the harvesting of farm 
crops, Whereas the work done on the farm by the builder was not 
in connection with the raising of crops or livestock ? 

Mr. Bau. Yes. 

Mr. Winn. In that connection, Mr. Chairman, I would like to have 
introduced into the record at this point as exhibit 69, a photostatic 
copy of a letter which was addressed to Congressman Ostertag, by 
the Federal Security Agency, Social Security Administration, Balti- 
more, Md., signed by O. C. Pogge, Director. 

The letter is dated March 9, 1953 
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Chairman Curtis. Without objection, the letter will be received. 
(The letter was marked “Exhibit 69” and received for the record.) 


EXHIBIT 69 


FEDERAL SECURITY AGENCY, 
SocraAL SECURITY ADMINISTRATION, 
BUREAU OF OLDAGE AND SuRVIvorsS INSURANCE, 
Baltimore, Md., March 9, 1953. 
Hon. Haroup C. OSTERTAG, 
House of Representatives, 
Washington 25, D. C. 

DEAR CONGRESSMAN OSTERTAG: This is in reference to the letters from Mr. Don 
M. Turnbull, executive secretary of the American Poultry and Hatchery Feder- 
ation, which you sent for our consideration on February 25, 1953. Mr. Turn- 
bull is concerned over the status of hatchery owners under the Social Security 
Act. 

The Social Security Act, as amended in 1989, specifically excepted from cov- 
erage as agricultural labor work “in connection with the hatching of poultry.” 
This provision of the law was deleted by the 1950 amendments to the Social 
Security Act. The effect of this amendment, as stated in the committees’ re- 
ports which accompanied that legislation, was “* * * to exclude from the defi- 
nition or agricultural labor services performed in connection with the * * * 
hatching of poultry, unless such services are performed on a farm (as defined 
in section 210 (g)). Thus, services performed in connection with the operation 
of a hatchery, if not operated as part of a poultry or other farm, will be cov- 
ered employment.” We and the Bureau of Internal Revenue are in agreement 
that the ownership of the farm is not controlling; rather it is the location of 
the hatchery building on the farm which is determinative. 

The problem which causes Mr. Turnbull concern arises from the provision in 
the 1950 amendments which extends social security coverage to the self-em- 
ployed. The coverage of self-employed individuals is based on the net income 
they derive from their business enterprises. In specifying how to determine net 
earnings from self-employment, the law provides that the income derived by the 
owner from the conduct of an agricultural enterprise cannot be counted. An 
agricultural enterprise is one in which the majority of the services performed 
would constitute agricultural labor if performed by employees. 

As discussed above, the services of an employee in hatchery work would con- 
stitute agricultural labor only if performed on a poultry or other farm. Con- 
sequently, a hatchery owner’s income from such enterprise cannot be included 
for social security purposes if derived from a hatchery which is located on a 
farm. 

As you know, the general coverage of farmers was considered but not included 
by Congress at the time the 1950 amendments to the Social Security Act ex- 
tended coverage to other self-employed persons. However, as you are undoubt- 
edly aware, the revision of the Social Security Act is receiving the attention 
of Congress. Doubtlessly the coverage of farmers will be studied by Congress 
during the course of its considerations. 

Thank you for your interest in this matter. 

Sincerely yours, 
O. C. Poace, Director. 

Mr. Winn. Mr. Chairman, I would like to read, if I may, a para- 
graph from this letter. 

Chairman Curtis. The entire letter, of course, will be introduced. 

Mr. Winn (reading) : 


The Social Security Act, as amended in 1939, specifically excepted from coverage 
as agricultural labor work “in connection with the hatching of poultry.” This 
provision of the law was deleted by the 1950 amendments to the Social Security 
Act. The effect of this amendment, as stated in the committee’s reports, which 
accompanies that legislation, was “* * * to exclude from the definition of agri- 
cultural labor services performed in connection with the * * * hatching of poul- 
try, unless such services are performed on a farm (as defined in section 210 (g) ). 
Thus, services performed in connection with the operation of a hatchery, if not 
operated as part of a poultry or other farm, will be covered employment.” We 
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and the Bureau of Internal Revenue are in agreement that the ownership of the 
farm is not controlling: rather, it is the location of the hatchery building on the 
farm which is determinative. 


Again: 


As discussed above, the services of an employee in hatchery work would con 
stitute agricultural labor only if performed on a poultry or other farm. Conse 
quently, a hatchery owner’s income from such enterprise cannot be included for 
social security purposes, if derived from a hatchery which is located on a farm 


Chairman Curtis. Do you have any comment on the Pogge letter ? 
Mr. Bau. Mr. Chairman, this letter was followed by another letter 
dated April 2, 1953, as follows: 


APRIL 2, 1953. 
Hon, Haroip C. OSTERTAG, 


llouse of BR iD esentatives, 
Washington 25, D.C, 
Drarn CONGRESSMAN OsterRTAG. This is in further reply to your letter of Febru- 


ary 25, 1953, enclosing letters from Mr. Don M. Turnbull, executive secretary 
of the American Poultry and Hatchery Federation, regarding the status of hatch 
ery owners under the Social Security Act. 

In our letter of Mareh 9, 1953, we stated in effect that the location of the 
hatchery building on a farm rather than the ownership of the farm is controlling 
in determining the coverage of hatchery owners as self-employed individuals 
under the act. On further consideration both our Bureau and the Bureau of 
Internal Revenue agree that in view of the statements in the committee reports 
accompanying the 1950 amendments to the Social Security Act on this coverage 
area, the coverage of hatchery owners as self-employed individuals depends not 
only on whether or not the hatchery is located on a farm but also on whether or 
not it is operated asa part of afarm. Accordingly, individuals operating hatcher- 
ies that are not located on a farm and operated as a part of a farm, are covered 
under the Social Security Act, provided their net earnings from the hatcheries 
amount to at least $400 in a taxable year. 

In the case referred to by Mr. Turnbull in his letter of February 19, 1953, in 
volving a father operating a hatchery on his son’s farm, the coverage status of 
the father as a self-employed individual would depend on the arrangements 
existing between him and his son regarding the operation of the hatchery. If, 
in fact, the hatchery is entirely disassociated from the son’s farming operations, 
and the father’s net earnings from the hatchery amount to at least $400 in the 
taxable year, he would be covered. 

If you have further questions regarding this or any other matter, please do not 
hesitate to call on us. 

Sincerely yours, 
O. C. Poser, Director. 

Mr. Winn. With respect to section 210 (a) (15), which with cer- 
tain exceptions within itself excludes from OAST coverage commer- 
cial fishermen and others of related occupations, is it a fact that when 
an employed officer or member of a crew engaged in commercial fish- 
ing on a vessel of less than 10 net tons in size 1s fishing for salmon or 
halibut, he is covered by the OAST program, whereas, “under the same 
set of circumstances, if fishing for some other kind of fish he is not 
covered by the program ? 

Mr. Batu. Yes; that is true, Mr. Winn. An officer or member of 
a crew engaged in commercial fishing on a vessel of less than 10 net 
tons, is covered in fishing for salmon and halibut but not in fishing 
for some other kinds. 

Chairman Curtis. Does that give a geographical coverage? Is that 
what was involved in that policy decision? Was it to take in fisher- 
men in a certain area and to exclude other areas? 

Mr. Batu. Mr. Chairman, I am not familiar with the legislative 
history of that particular provision. Mr. Packer will answer. 
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Mr. Packer. I recall, in connection with the provision that it was 
designed to take care of fishing activities in certain areas, notably the 
Northwest. 

Chairman Curtis. And the practices within industry, and other 
factors were such that they did not want to be included ? 

Mr. Packer. I do not know whether they did not want to be in- 
cluded. 

Chairman Curtis. At any rate, it was because of differences in the 
industry, and we were not discriminating against fish ? 

Mr. Packer. I hope not. 

Mr. Bartierr. As I recall that particular provision about the hali- 
but and salmon, Mr. Chairman, it was introduced on the floor of the 
Senate, as an exception from the exceptions, by one of the Senators 
from the State of Washington. 

Chairman Curtis. You may proceed. 

Mr. Winn. With respect to section 210 (a) (11) (b) and 218, both 
of the statute, is it a fact that a student of a nonprofit private school 
employed by that school may not participate in OASIT coverage under 
any circumstances, whereas a student of a public school, employed by 
the institution, may be covered by the program if the State elects to 
include him under a voluntary agreement for OASI coverage? 

Mr. Batu. Yes. It is true that a student of a nonprofit private 
school may not be covered but a student of the public school may be 
covered at the option of the State. That is one of those optional 
privileges. 

Mr. Winn. Now, with respect to section 210 (a) (7) (C) of the 
statute, is it a fact that, generally speaking, employees of the executive 
branch of the Federal Government are included under OASIT coverage 
if they are not already under a civil-service or other Federal retire- 
ment, system, whereas the employees of the legislative branch of the 
Government cannot be covered under the OASTI program under any 
circumstances ? 

Mr. Batu. Yes; that is true. 

Mr. Wrny. I call your attention to paragraph 1376.7 of the Claims 
Manual of the Bureau of Old-Age and Survivors Insurance, which 
reads as follows: 

The question of whether a Federal employee is subject to the Civil Service 
Retirement Act is governed by the type of his appointment. In the following 
cases, the employing Federal agency has the right to choose between covering 
the employee under the Civil Service Retirement Act or under the Social Security 
Act: (a) the employee is given an indefinite appointment; he had prior Federal 
employment under a competitive appointment and was covered under the Fed- 
eral Civil Service Retirement Act; there was a break in the Federal Employment 
Act in his competitive appointment, or (b), the employee is given an indefinite 
appointment; he had prior Federal employment but did not have a competitive 
appointment, e. g.. Wwar-service appointment there was a break in his Federal 
employment after his noncompetitive appointment. In these cases it is possible 
that the employing Federal agency may be guided by the employee’s wishes, 
under certain circumstances. In any event, the decision rests with, and must 
be made by, the employing agency. 

Tn these cases, is it a fact that under this interpretation, an indi- 
vidual in certain circumstances could have built up full civil-service 
retirement rights and then be given an indefinite appointment and 
thereupon enter into the OAST coverage status? 
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Mr. Baty. Mr. Winn, I think that that situation would be likely to 
happen only under the circumstance that we described earlier, where 
the individual becomes an annuitant at age 62 and then, by retiring 
from the Federal Government when he becomes an annuitant, when 
he comes back he would be given an indefinite appointment and would 
be covered under old-age and survivors insurance. 

A person who was not yet eligible for an annuity and was covered 
under the regular civil service could, under the decision of the agency, 
be transferred over into an indefinite appointment, if he had a “break 
in service,” and given coverage under the other system. That is a 
fairly limited situation, however; it would not be likely to happen 
with the younger employee. He would have to resign from the serv- 
ice in order to do it and take a chance on getting his job back. 

Mr. Winn. Whether the civil-service annuity had been reached as 
a result of reaching age 62 or not, is it not true that the employee, if 
his service is meee in which he was under the Civil Service 
Retirement System, but he is less than 62, might have, for instance, 
30 years’ service ? 

Mr. Baw. Yes. 

Mr. Wixn. That he could then be given another Government ap- 
pointment in the same agency, possibly, or in a different agency, which 
appointment was of an indefinite status, and then be covered into the 
OASI system for such time as it required him to reach the age of 62? 

Mr. Bau. If there was a break in that Federal employment. 

Chairman Curris. How do you have a break in Federal employ- 
ment. 

Now, employees on Capitol Hill are under the Civil Service Re- 
tirement Act. You can give them a break in Federal employment in 
1 day. If you find that one of your secretaries in an office on Capitol 
Hill is not covered by civil-service retirement, and has worked for a 
while, the only way he can get under it is a break in employment, and 
that takes 1 day, and then reappointment. Of course, those are not 
competitive examinations. 

Mr. Barruerr. It is my understanding, Mr. Chairman, that these 
situations come about largely where people leave the Government 
service and reenter the Government, with the break in service, and, 
of course, it can be of any duration, short or long; but, because of the 
so-called Whitten amendment, which was passed back sometime about 
1950, I believe all or practically all new appointments in the Govern- 
ment were put on an indefinite basis, and on an indefinite basis they 
would, under certain types of reappointment, be under OAST and 
not under civil service. It depends upon the nature of the reappoint- 
ment. There are certain conditions, however, where in lieu of the 
ordinary procedure of reappointment or reinstatement, and it is so 
specified on the papers, they will go under civil service and not under 
OASI, and it is, accor ding to my understanding, in certain cases at 
least, within the discretion of the Department, the appointing au- 
thority. 

Mr. Winn. Would a similar duplication of benefit rights be possi- 
ble with respect to entitlement to OASI benefits, and to military- 
service retirement benefits? 

Mr. Batu. Yes. At least one somewhat along the same lines; for 
example, an individual who serves in military service for a period 
long enough to be entitled to the full military service benefits. To 
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give you a concrete example, suppose he had been in military service 
for 35 years, with that service ending in 1951. His 30 years of mili- 
tary service would end in 1946, and on the basis of that 30 years, he 
could receive a full military retirement benefit based on that service. 

Under the statute, therefore, he would not be precluded from re- 
ceiving old age and survivors insurance benefits, based on wage credits 
under section 217 (e) for that period, in my example from 1947 
through 1951, the test being that he already had reached the maximum 
for him under the milit: ary services. 

Mr. Winn. That would be the only circumstances under which the 
dual benefits could accrue? 

Mr. Batu. Mr. Packer will answer that. 

Mr. Packer. In the illustration given by Mr. Ball section 217 (a), 
however, would not apply. We would not give any wage credits 
under section 217 (a) of the Social Security Act because part of the 
period, namely a period during World War II after September 15, 
1940, would be duplicated. We do not duplicate benefits for any pe- 
riod or any part of any period in World War II used in computing 
military benefits. 

Mr. Batu. I meant that he could have been given credits after the 
World War IT period. 

Mr. Barriterr. Mr. Chairman, I think what Mr. Ball meant was 
that after he had gotten all the credit that he could out of his military 
service, it is possible that we would in some circumstances give him 
credit in OASI with respect to some period during which he may have 
remained in military service. 

Mr. Bauu. The theory is that he is not using those years, already 
having attained the maximum of military service. If I got the dates 
mixed up, lamsorry. The point is that he cannot be given credits for 
the same period under both systems. By having reached the maxi- 
mum benefit under the military system he can be given credit under 
OASI except that if any part of World War II service is credited 
under the military system none of the World War II service can be 
credited under OASI. 

Mr. Winn. Assume that a man in military service became 65 years 
of age on December 31, 1952. As of December 31, 1952, he had 32 
years’ service in the Army. At the end of the 32d year of service in 
the Army he decided to retire from the Army. He wants to count 
30 years of his Army service as his Army retirement pay, and disre- 

gard 2 years of his 32 years’ service toward the Army pay and get 2 
ae coverage under OASI for the years of 1951 and 1952. 

Under this new start formula, can he do it? 

Mr. Packer. No. Under the free wage credits provided for by 
217 (a), if the military benefit from the Armed Forces is based in any 
part—and I read from the meaning of World War I[I—in any part on 
the period of “September 16, 1940, to the close of July 24, 1947” then 
we do not give any wage credits for that period. The period after 
July 24, 1947 , must also be treated as a unit under section 217 (e). 

Mr. Winn. With respect to section 209 (g) (2), which prescribes 
the conditions under which a person doing domestic service work is not 
covered by the OASI program, is it a fact that a person doing domestic 
work may work in 3 or more different households for as many as 23 
days in each household per calendar quarter and still not have OASI 











504 ANALYSIS OF THE SOCIAL SECURITY SYSTEM 


coverage, Whereas a fellow worker may secure coverage by working 24 
days in a calendar quarter in domestic service in one household ently ? 

Mr. Batu. Yes, Mr. Winn. 

Mr. Winn. In other words, is it true that one domestic employee 
may fail to obtain coverage by working a total of 69 days, for example, 
in a calendar quarter, if he does not work more than 23 days in a 
quarter for any one housewife, while the other person in the example 
may obtain coverage by working only 24 days in the quarter, but all 
of the work being in the same household ? 

Mr. Barz. Yes. The test relates to employment by a single em- 
Pp lover in domestic service. 

Mr. Winn. Now, with respect to section 210 (a) (4) which concerns 

family employment, is it true that if a father is employed by his son 
on a bona fide basis, the work cannot be covered by OASI, whereas if 
the same individual had been employed on a bona fide basis by his 
son-in-law, the work would be within OASIT coverage? 

Mr. Bauxt. Yes, Mr. Winn. 

Chairman Curtis. Now, at that point, let me ask whether it is true 
that the family that might set out to secure coverage under ‘eanley- 
ment that is not bona fide, could probably find an in-law to take part in 
it. Could they not? 

Mr. Baw. In many situations. I think they could; yes, sir. 

Chairman Curtis. And the prohibition against family employment 
probably creates some unfair hardships and discriminations, in some 
instances; does it not? 

Mr. Batu. Yes, Mr. Chairman. There are bona fide — where 
the employment is perfectly legitimate, that are ruled out by this 
section. 

Chairman Curtis. You do not have to be related to somebody to 
enter into a fraudulent transaction ? 

Mr. Barz. No. It is true, though, that the close family relation- 
ships would be more difficult for us to make decisions on, of course. 

Chairman Currts. That is right. 

Mr. Wrxy. Is it true that the only types of family employment that 
are specifically excluded from OAST coverage are those of service for 
a son, daughter, or spouse, and service of a minor working for parents? 

Mr. Bau. Yes. 

Mr. Wryn. Now, with respect to 211 (a) (1). which specifies that 
pure rental income may not be treated as income from self-employment 
OAST tax purposes, is it a fact that under interpretations of the 
Bureau of Old Age and Survivors Insurance, as indicated in para- 
eraph 1552.6 of the Claims Manual, if the owner-operator of an apart- 
ment house supplies linen and other services that are primarily for 
the convenience of tenants, then the entire net income from the rental 
of the apartments is counted as self-employment income to establish 
OAST eligibility, whereas if the owner-operator does not provide linen 
and similar services, then none of the income counts toward the estab- 
lishment of OAST eligibility ? 

Mr. Barz. Yes: that is correct, based on the report of the Com- 
mittee on Ways and Means, H. R. 6000, the bill that became the 
Social Security Act Amendments of 1950. The committee report on 
this point reads as follows, if you will allow me to answer in that 
way, and this is a quotation : 


asta 
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Payments for the use or occupancy of entire private residences or living units 
in duplex or multiple housing units are generally rentals from real estate 

that is the exclusion— 

except in the case of real-estate dealers, such payments are excluded under 
paragraph 1, even though in part attributable to personal property furnished 
under the lease. On the other hand, payments for the use or occupancy of rooms 
or other space where services are also rendered to the occupants, such as for the 
use or occupancy of rooms or other quarters in hotels, boardinghouses, or apart 
ment houses furnishing hotel services, or in tourist camps, or tourist homes, 
or for the use or occupancy of space in parking lots, warehouses, or storage 
garages, do not constitute rentals from real estate. 

In other words, the services to the occupant are really designed as 
a test to distinguish rentals from real estate from the operation of 
the business of a hotel, boardinghouse, and so on. 

Chairman Curris. At this point I would like to read from the letter 
addressed to me, dated October 25, 1953, from a resident of Santa 
Monica, Calif. : 

Reading that you are interested in social security I understand that maybe 
you would care to hear of a group of people that are badly in need of the benefits 
of social security. I refer to the small rental apartment owners, who naturally 
must do their own work and are very much self-employed, if they are to survive, 
acting as janitors, managers, attending to refuse cans, peepee the yards clean, 
gardening, minor repairs, while they are ready at all hours to do some helpfu 
thing for a tenant. In time they find they are too old to do the work and have 
tu pay for it to be done, leaving not enough to get along with, or sell out. 

These people would gladly pay their social-security tax to be able to draw 
the benefits when the time comes. Why should people who have a few rentals 
for their livelihood be neglected by social security? If they were paid janitors 
and managers, they would come under social security, but because they are 
self-employed they do not qualify. Could not this be corrected if they live and 
work around the premises * 

I bring that in for the reason that it points up the problem that 
we are just talking about right here. 

Mr. Mis. We also had a problem at the time of trying to deter- 
mine what income of a self-employed individual would be considered 
for the purposes of social security. We did not think that it would 
be advisable to consider all income from all rentals, and when you 
draw a line of distinction, you get into some of these tough situations. 

Chairman Curtis. The distinction between what might be termed 
earned income and investment income. 

Mr. Miius. That is right. 

How far will you go “if you consider any investment income for 
social-security purposes? That is the problem we had. 

Chairman Curtis. But practically all self-employment involves 
some capital investment; does it not? 

Mr. Batu. Yes. Mr. Chairman, I think the attempt was to rule 
out a few types of income which by and large were investment income 
entirely. Now, the line drawn doesn’t always work just right. 

Chairman Curtis. It is conceivable that a group like this, where 
part of their business is not just receiving rents that come in, is kept 
busy day after day running that property, as this individual says, a 
small place; they do their own janitorial work; they do these other 
things; their business is running their place and only a part of their 
income is by reason of their ownership of capital assets. 

Mr. Mitts. There is another difficulty in connection with the prob- 
lem, too, as I understand it. If you consider rental income as income 
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for social-security purposes, then at retirement the individual, so long 
as he draws that rental income, is not eligible for benefits if his income 
is high enough. As it is now, that would be the way it would work, 
if you merely changed the one part. 

Mr. Bau. I think the problem that you suggest, Mr. Mills, is a 
real one. I think it works out a little differently; that is, it would 
be the same problem as I mentioned this morning, about the inactive 
partner. You would earn eligibility largely without any activity, 
but connected with just income from investment, then, when you came 
to age 65, the substantial services come in, and this individual would 
not be doing any substantial services, and he could start drawing his 
benefits right away. 

Mr. Miuts. And still draw other rental income? 

Mr. Batt. Yes. 

Chairman Curtis. That happens right along with the owners of 
corporate businesses. 

Mr. Packer. But they are employees. 

Chairman Curtis. Yes; but they can reach retirement age, and, if 
there are any other stockholders at all, see to it that they themselves 
are not employees at that time, and can draw benefits based upon the 
returns from that same business that goes right on, even after they 
have retired, perhaps to the same dollar amounts, as before. Is that 
not true, Mr. Packer ? 

Mr. Packer. It could be, depending on the income of the business. 

Chairman Curtis. A father and son and possibly 1 or 2 other mem- 
bers of the family could possibly own a corporation that runs a little 
drug store, and the greatest share of the income of the father could 
be dividends, although there might also be a salary, all through the 
years. While it does not count as credit on his retirement, you could 
conceivably have cirmumstances where he would be in the same posi- 
tion financially after retirement as before, and still get his retire- 
ment pay. 

Mr. Bau. Yes. 

Mr. Esernarrer. He would have paid for the benefits he received 
during all the period that he was listed as an employee of that closed 
corporation. 

Chairman Curtis. He would have paid for what? 

Mr. Esernarrer. He would have paid taxes under social security 
so as to be eligible for benefits, 

Chairman Curtis. Yes, he would have paid OASI taxes. 

Mr. Esernarter. He has paid his taxes, which is, in effect, paying 
for the benefits he receives after 65. 

Mr. Mitus. He would have paid what the law required him to pay. 

Chairman Curtis. He would have paid what the law required, but 
what he draws was paid in by a lot of other people, too. 

Mr. Winn. Mr. Ball, with respect to section 211 (c) (5), and section 
210, both of the statute, is it a fact that while a self-employed lawyer 
or doctor is excluded from OASI coverage, insofar as his self- 
employment is concerned, either a lawyer or a doctor employed on a 
salary basis under normal circumstances, is inside OASIT coverage ¢ 

Mr. Baux. Yes, that is true. 

Mr. Winn. In other words, the definition is on the basis of the cir- 
cumstances under which an individual may practice his profession, 
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rather than being upon the identity of the profession itself; is that 
true? 

Mr. Baty. Yes, Mr. Winn. I might point out that many of the 
situations that you have brought out in your questioning, and many 
of the complications would be either done away with or largely done 
away with under the Department’s present recommendations for 
extension of coverage. 

Mr. Minis. And they never would have existed had coverage been 
extended generally ? 

Mr. Bau. Yes. 

Mr. Mus. These situations result from the fact that Congress was 
not willing to extend coverage beyond the area that is presently 
covered. 

Mr. Batu. That is generally true. 

Mr. Mitts. The agricultural situation referred to was worked out 
by a member from California who is now deceased. He worked that 
out originally, and everything that could be conceived that constituted 
agricultural labor was included, because they wanted no question in 
his mind or in Congress’ at that time that anybody having anything 
to do with agriculture, would be covered under social security. 

Chairman Curtis. Would not be covered. 

Mr. Mitis. Yes. We have taken some of those groups out of the 
exclusion so that some of those are covered and some are not, but it has 
been a tedious proposition. 

Chairman Curtis. And the coverage has been piecemeal ? 

Mr. Batu. Definitely, which creates this other problem that you get 
with new starts. If you do it piecemeal, you have that kind of problem. 

Mr. Miuus. And at all times it must be borne in mind that Congress 
has done this in response to the wishes of the groups affected. The 
agricultural self-employed have not been included because the large 
farm organizations have opposed compulsory coverage in the past. 
I think I am right in saying that until recently they opposed the inclu- 
sion of farm employees. 

Mr, Exernarrer. I might add that the same thing is true as to 
lawyers and doctors. Going back to the question of the lawyers, for 
instance, an attorney that is on the payroll of an organization, subject 
to the call of the organization on any legal matter that turns up, at, 
say, a retainer of $100 a month, but who practices and obtains the 
greater percent of his earnings from the other practice, is not con- 
sidered an employee of that organization; is that correct ¢ 

Mr. Packer. That is right, sir. The service is on a retainer basis. 

Chairman Curtis. At this point we will take a 5-minute recess. 

(Short recess. ) 

Chairman Curtis, The committee will come to order. You may 
proceed, Mr. Counsel. 

Mr. Winn. Mr. Ball, the rules applicable to the coverage under 
OASI of American citizens who are self-employed in foreign countries 
are outlined in paragraphs 1583 through 1587.7 of the OASI Claims 
Manual, As I interpret certain of these rules, in the case of income 
by an American citizen from business abroad, the net earnings from 
self-employment for OASI purposes are computed in accordance with 
the rules in chapter 1 of the Internal Revenue Code. I think that is 
correct; is it not? 


Mr. Batu. Yes, Mr. Winn. 
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Mr. Winn, By the terms of that chapter of the code, gross income 
and net income are computed for income-tax purposes under rules 
which established earned income from sources outside of the United 
States which is received by a United States citizen who has been a 
resident of a foreign coun iry for the entire taxable year, as not ti axable 


uicome for OASI purposes. On the other hand, income which is 
produced by capital investment is treated as taxable for OASI pur- 
poses. Is that your understanding of this particular situation ? 


Mr. Batu. Yes, Mr. Winn. This is a rather anomalous situation 
from the standpoint of social security coverage growing out of the 
provisions in the Internal Revenue Code to which it is tied in these 
iew cases. The Internal Revenue ( ‘ode, section 116, authorizes for 
incolMe-tax purposes the deduction from gross income = arned in- 
come received from sources outside the United States by a United 
States citizen who is a bona fide resident of a foreign country. 

W here capital investment is an income producing factor, 20 percent 
of total earnings is deemed to be earned income deductible from gross 
come, 

Under the self-employment provisions of the Social Security Act, 
net earnings are ¢ omputed in accordance with the income provisions of 
the Internal Revenue Code. ‘Thus earned income of a United States 
citizen residing in a foreign country would not be net income for self- 
employment purposes, whereas income produced from capital invest- 
ment would be net income for self-employment purposes. 

Mr. Wiyn. That is, in the case of an American citizen operating 
a dress shop in Paris, France, where this American citizen had been 
a bona fide resident of France for several years, both his personal 
services and his investment in the dress business would be considered 
as material income producing factors; would they not ? 

Mr. Batu. Yes. 

Mr. Winn. And in such an instance, this rule of the allowance of 
not more than 20 percent of the net income from the business as non- 
taxable earned income would be applicable, as you indicated just a 
moment ago ¢ 

Mr. Baty. Yes, Mr. Winn. 

Mr. Winn. Then, if the net income from the dress business in a 
taxable year amounted to 53,500, the maximum amount that might 
be treated as nontaxable because earned income would be $700, and 
the United States citizen operating the Paris dress shop would be 
taxable for OASI purposes on $2,800? Is that right ? 

Mr. Batu. Yes, Mr. Winn. 

Mr. Winn. On the other hand, if the American citizen residing in 
Paris for the appropriate period of time were engaging in the type of 
self-employment which involved no capital investment, such as the 
offering of a tourist guiding service, he would not be taxed on any of 
his earnings from self-employment; would he? 

Mr. Baux. That is right. He would not be taxed for social-security 
purposes. 

Mr. Winn. Or for income-tax purposes, either / 

Mr. Batu. That is right. 

Mr. Winn. This is as a result of an application and invocation 
of the income-tax laws to the social-security tax—which is an income 
tax; is that correct ? 

Mr. Bax. Yes. 
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Chairman Curtis. Would that interfere with his eligibility for 
benefits ? 

Mr. Batu. On the retirement test side? 

Chairman Curtis. I mean on his quarters of coverage. 

Mr. Batu. Yes; he wouldn’t be covered at all for that. 

Chairman Curtis. Why would he not be covered ? 

Mr. Bax. He has no net earnings from self-employment under 
the definition in the Internal Revenue Code. 

Chairman Curtis. Which definition is for the purpose of taxation ¢ 

Mr. Bau. Yes. 

Chairman Curtis. But his eligibility for benefits is nowhere in 
the law tied to taxes? 

Mr. Bax. It is, in the case of coverage of the self-employed. The 
provisions for liability for the income tax are in this situation the 
same as the coverage provision for social-security purposes, this 
self-employment. 

Chairman Curtis. The tax does not have to be paid? 

Mr. Batu. That is true. You would not have to pay the tax to be 
technically eligible, although in the case of the self-employed, at 
least, it could always be collected before credit is given. But in the 
situation we are describing now, it is not covered earnings, in any 
event. 

Chairman Curtis. In other words, in this particular hypothetical 
case of yours, that is specifically excluded by statutory definition ? 

Mr. Bau. Yes. 

Chairman Curtis. It is excluded by statutory definition of what 
constitutes self-employment ? 

Mr. Batu. Yes. 

Chairman Curtis. In this particular case self-employment means 
income from investments, and vice versa ? 

Mr. Batu. Yes. This is obviously an anomalous situation that is 
not there by design to accomplish this but comes from tying in with 
the Income Tax Code in this particular situation. 

Many of the rest of us I do not think were really aware that this 
was the result in this particular situation until recently. 

Mr. Mitts. I think, right at that point, that the committee was per- 
haps aware of the result, but there was nothing that the commitee 
could do to avoid the result at the time because of the complications. 
I think that that is probably a better way to put it. 

Mr. Batu. I didn’t intend to speak for the committee, Mr. Mills, 
but only of my own awareness. 

Mr. Mitus. The people with us from Federal security at the time 
are included too. 

Mr. Barz. You would have to change the reporting under the in- 
come tax to handle this, and that, of course, creates a problem every 
time you do that. 

Mr. Murius. That is the problem I had in mind. 

Mr. Winn. In your prepared statement, Mr. Ball, presented to 
\his subcommittee earlier today you stated, and I quote: 

It is likely that some of the individuals in covered self-employment are not 
reporting their income for social security purposes. 

Is it not also likely that some persons, for particularly those at or 
near 65, have tended to overreport their income in order to establish 
eligibility for benefits under the 1950 new start provisions? 

38458—54—pt. 4—5 
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Mr. Batu. Yes. I believe that would be possible. 

Mr. Mitts. Mr. Chairman ? 

Chairman Curtis. Yes. 

Mr. Mitts. May I object to the question? That is a rather expen- 
sive practice, is it not, to get coverage ? 

Mr. Baxy. The individual would have to pay, of course, both the 
social secur ity tax and the income tax to overreport his income. 

Chairman Corris. If he were someone taking advantage of the 
new start, it would not amount to very much. 

Mr. Bau. The benefits would be a great deal more in the early 
years than the taxes paid in on the income tax side, that is true. 

Chairman Curtis. $3,600, spread over 2 taxable years, probably 
would not have a tax consequence of more than 25 percent, depending 
on the man’s family status and so on. If he were over 65, he would 
have a double tax exemption. He could still go through this process 
and get his money back in a period of months. 

Mr. Batu. Yes, Mr. Chairman. Mr. Mills’ point is more and more 
true, the longer time goes on. 

Chairman Curtis. Now, predicting economic conditions, and ad- 
vising people of their predictions, is a legitimate occupation, is it not ? 

Mr. Bau. I beg your pardon, Mr. Chairman, I think I missed that. 

Chairman Curtis. If someone engaged in the business of making 
economic analyses and advising people on what he thought would be 
the economic developments months ahead, that constitutes a legitimate 
business, does it not? 

Mr. Batu. Yes, Mr. Chairman. 

Ch: : man Curtis. And there are many people engaged in that? 

Mr. Batu. Yes, s 

Chairman Cu ny So a gentleman facing this situation can open up 
a shop and indicate on the door that he is an economic analyst and 
he can advise people and have 1 or 2 customers, to whom he would 
sell his advice for the next 6 quarters, could he not ? 

Mr. Batu. The “one or two customers” bothers me just a little, 
Mr. Chairman. The requirement is that he be in a trade or business, 
and a one-time operation would be looked at with skepticism, but the 
general situation that you described would certainly constitute a trade 
or business, if he held himself out that way. 

Chairman Curtis. And his predictions would not have to be right? 

Mr. Batu. Unfortunately, that is right. 

Chairman Curtis. The amateur has the full opportunity with the 
professional. 

Mr. Winn. Now, Mr. Ball, also in your statement you pointed out 
that inactive partners in the business who are performing no sub- 
stantial services in the conduct of the business attain coverage and 
then, if otherwise eligible, draw benefits, regardless of a continuance 
of the income in an unlimited amount, assuming that they still per- 
form no substantial service. 

This presents a situation, does it not, where the inactive partner 
could be drawing OASI benefits and at the same time be paying taxes 
for OASI purposes on net earnings from self-employment of up to 
$3,600 — ally? 

Mr. Batu. Yes. 

Mr. Mitts. T have a question about this last answer. Would that 
answer apply to the same earnings? 
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Mr. Bau, Yes, it would. 

Mr. Win. Well, as a matter of fact, to carry that further, Mr. 
Ball, any earnings which are received on account of covered employ- 
ment are subject to social-security taxes, whether the individual is 
receiving OASI benefits or not ? 

Mr. Baw. That is correct. 

Mr. Wriyn. And even earnings of less than $75 a month, so that 
there is maintenance of the social-security benefits, would still be 
subject to the social-security tax, would they not? 

Mr. Batu, Yes, Mr. Winn. 

Mr. Winn. Mr. Chairman, at this time I have a copy of a letter 
which was addressed by Mr. B.S. Frost of 627 McLish Avenue, Ard- 
more, Okla., under date of March 31, 1953, the original having been 
sent to Mr. O. C. Pogge, Director of the Bureau of Old Age and Sur- 
vivors Insurance, in Baltimore. This copy was sent to Congressman 
Ostertag, and I ask that a copy of the letter to Mr. Pogge be received 
in evidence as exhibit 70. 

Chairman Curtis. I want to state on the record at that point that 
in the course of our hearings there will be some letters introduced, and 
the name and address of the writer, in this case, Mr. Frost, of Ard- 
more, Okla., will be used. However, in every such case, a letter was 
sent by me to the individual, asking permission to use that specific 
letter and use his name and address in connection with it. In case 
we did not secure that permission and we refer to any letter, we will 
not give the name and address of the writer, for obvious reasons. 

Without objection, the letter will be received. 

(The letter referred to was marked “Exhibit 70” and received for 
the record. ) 

ExuHisiT 70 


ARDMORE, OKLA., November 18, 1953. 
Mr. Caru T. Curtis, 
Chairman, Committee on Ways and Means, 
Social Security Subcommittee, House of Representatives, 
Washington, D. C. 

DEAR Mr. CurTIS: I have your letter of November 11, enclosing photostatic 
copy of my letter to Mr. O. C. Pogge, Social Security Director, asking my permis- 
sion to use this letter in your present program On social security. 

In reply will say that it is perfectly agreeable with me for you to use my letter 
and to use my name as the writer. 

I am very glad to cooperate in any way I can, and am glad of this opportunity, 
and hope that your committee gave some relief in revising this law. 

Yours very truly, 
B. S. Frost. 


ARDMORE, OKLA., March 31, 1958. 
Mr. O. C. PoaGE, 
Director, Social Security Administration, Baltimore, Md. 

Dear Mr. PoGcE: I have before me, your letter of March 19, to Senator Robert 
S. Kerr, in answer to my letter to him, which he referred to you some time ago, 
in which you rule that I am not a full-time practicing accountant, but only 
rendering bookkeeping services. 

I am at a loss to know just where you draw the line in determining the differ- 
ence between bookkeeping and accounting, as all accountants keep books, and as 
for the services you name in your letter, I can perform any of these services, and 
do it from time to time as required, and have taken over several jobs of account- 
ing that had been kept by certified public accountants, and have carried them on, 
giving perfect satisfaction. 
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I am well known here as an accountant, and have requests daily from people 
I know here to take care of their accounts, which accounts are not covered jobs, 
and I am obliged to tell them that the Social Security Administration will not 
allow me to take them on, without deducting the compensation from my social- 
security benefits. 

Now, I do not mean to be insistent about this, but it means so much to me to be 
able to make a decent living without breaking into my life savings, which is not 
very much, in order to live decently, I have been paying social security ever since 
the law went into effect, and regarding my efficiency in the accounting field, will 
say that I retired January 15 from the Exchange National Bank here at the 
age of 70, after working there for almost 17 years, and have done accounting 
in banks from the individual ledgers to the general ledger, making the Govern- 
ment reports for several years such as the FDIC reports, report of earnings and 
dividends, reports to the Comptroller of condition, social-security reports, and 
such others that were made to the different departments of the Government, and 
I have some accounting jobs, some of which I have had to give up to meet your 
requirements, since I have begun to receive my social-security benefits. I have 
opened books for some new business here, and am still keeping them for one 
firm and give them each month a balance sheet, and a profit and loss statement. 

I still insist that you could have ruled in my favor and still be within the law, 
but at the same time I would not want you to set any precedent in my case, 
and I would regret very much to resort to any subterfuge to get by your depart- 
ment, such as having my daughter take over these accounting jobs and working 
for her, such as I understand some people are doing, as they do not have to pay 
social security in that case, and their earnings are not deductible from their 
social security benefits, and I hope to have your cooperation and your permission 
to handle the situation as I am asking. 

I did not intend to exert undue influence on you by writing Senator Kerr first 
about this, but did not know just who to address my request to, and I am sending 
this direct to you, however I am mailing a copy of this letter to Representative 
Harold ©. Ostertag, Member of Congress from New York, more to get his opinion 
of my case, as he has made a very exhaustive study of the social-security law, and 
hope that he will see some merit in my petition. 

With best wishes to you and yours, and hoping to hear from you promptly, 
I am, 

Yours very truly, 
B. S. Frost. 


ARDMORE, OKLA., March 31, 19538. 
Hon. Harortp C. OsTERTAG, M. C., 
Washington, D C. 

Dear MR. OstertTaG: I enclose herewith copy of a letter I have just mailed to 
the Social Security Administrator for your consideration, and I would like your 
opinion on my petition, and trust that you can give me some advice in the mat- 
ter, which will be very much appreciated. 

I read the article in the Readers’ Digest, Social Security—It’s Wonderful, and 
in the byline read your name and what you say about penalizing people of my 
age by depriving them of social security benefits if they continue to work. 

My letter to the Administrator will explain the matter fully to you, and I am 
also sending you his letter which will explain his stand in the matter, and ask 
that you return his letter to me please. 

I respectfully request your kind consideration, and will appreciate very much 
a reply. 

With kindest regards, I am, 

Yours very truly, 
B. S Frost. 


Bartey S. Frost, Account No. 443-16-0881, LetreR To CONGRESSMAN OSTERTAG 
Datep MarcH 31, 1953 


(Nots.—The Bureau furnished the following comment: Mr. Frost established 
entitlement to old-age insurance benefits based on covered employment prior to 
1952. A determination was made that he was not eligible to receive benefits 
(and his wife could not be paid wife’s benefits) for the months July 1952 to 
January 1953, inclusive, because he rendered substantial services in self-employ- 
ment and had net earnings which averaged more than the statutory amount per 
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month for the taxable year ($50 before September 1952 and $75 after August 
1952). Mr. Frost questioned this determination on the basis that he was self- 
employed as an accountant. 

(The act excludes from coverage, self-employment as certified public account- 
ants, accountants registered or licensed as such under State or municipal law, 
and full-time practicing public accountants. These services cannot be the basis 
for entitlement to benefits and are not a basis for withholding benefits. The 
State of Oklahoma requires no license for public accountants other than certified 
public accountants. However, Mr. Frost’s self-employment would nevertheless 
be excepted if he were in fact a full-time practicing public accountant. The rule 
is that a person may be considered to be engaged in the practice of public 
accounting if he holds himself out for performance for compensation of pro- 
fessional services involving audit, examination, verification, certification, presen- 
tation, or review of financial transactions and accounting records, and prepares 
or certifies reports on audit or examination of books, balance sheets, and other 
financial accounting and related statements or reports. From Mr. Frost’s de- 
scription of his services which he gave in connection with his claim, it was 
determined that services which he rendered to his clients (posting ledgers, pre- 
paring monthly profit-and-loss statements, and income-tax returns) did not 
constitute the practice of public accounting. Rather his services were deter- 
mined to be of a general bookkeeping nature, and covered under the law.) 

Mr. Winn. I also would like to read two such paragraphs from 
this letter into the record, Mr. Chairman. 

Chairman Curtis. Yes. 

Mr. Winn. I gather, Mr. Ball, that this is a gentleman who is 
drawing retirement benefits. He calls himself an accountant, and I 
believe the social-security organization calls him a bookkeeper. 

* > 

As I gather, if he is a bookkeeper, he is not entitled to benefits, and 
he is entitled to benefits if he is an accountant. He says to Mr. Pogge: 

I am at a loss to know just where you draw the line in determining the differ- 
ence between bookkeeping and accounting, as all accountants keep books, and 
as for the services you name in your letter, I can perform any of these services, 
and do it from time to time as required, and have taken over several jobs of 
accounting that had been kept by certified public accountants, and have carried 
them on, giving perfect satisfaction. 

I am well known here as an accountant, and have requests daily from people 
IT know here to take care of their accounts, which accounts are not covered jobs, 
and I am obliged to tell them that the Social Security Administration will not 
allow me to take them on, without deducting the compensation from my social 
security benefits. 

I will not read any more of the letter, as it will be in the record in 
its entirety. 

Mr. Miuus. Mr. Chairman, on down in the letter to Mr. Pogge, he 
says he insists that Mr. Pogge could have ruled in his favor and still 
be within the law. Do you have anything to say on that? Do you 
know anything about this particular case ? 

Mr. Batu. No, sir; I am not acquainted with the correspondence or 
with the case. 

Mr. Mitts. I do not think the record would be quite correct if we 
merely let it stand on the basis of this expression of opinion. [ think 
that if you want all the facts, Mr. Chairman, we would want Mr. 
Ball to have an opportunity to either respond to this statement, or 
else we should include in the record at this point the letter which 
Mr. Pogge wrote to Senator Robert S. Kerr, which is referred to in 
the first paragraph of this letter by Mr. Frost. 

Chairman Curtis. May I say at that point that the purpose of the 
introduction of this letter is not for inquiring into the appropriate- 
ness or inappropriateness of the administration, but to illustrate the 
problem involved in this particular area of social-security legislation. 
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At the same time, if there is any comment which will throw further 
light on this, we will be glad to receive it and it will go into the 
record. 

Mr. Mus. I did not want the inference to be drawn by anyone 
reading the record that the committee might be in agreement with 
this gentleman’s contention that Mr. Pogge could have ruled in this 
gentleman’s favor, and have been within the law, had he so desired. 

Chairman Curtis. I do not know what the facts are. Perhaps it 
might be more accurately said that what his occupation was is a ques- 
tion of fact to be determined. 

Mr. Packer. May I suggest that it may also be a question of law, 
because the committee report indicates that the professional groups 
relate only to individu: als who are legally qualified by State law to 
practice these various professions. It may well be that in Oklahoma 
there is a State law, or a State licensing require ment which must be 
met in order to be a prac ticing accountant. I am not sure. 

Chairman Curtis. I am glad you raised the point, Mr. Mills, be- 
cause, as I say, our purpose is to illustrate the social problem in-. 
volved, rather than to take up at this time or any other time, as far 
as that goes, the investibation of administrative rulings. 

Mr. Mus. The diflic ulty here is that it is another instance of the 
situation we get into when we try to specifically exclude certain groups 
of individuals from coverage. This gentleman thinks that he is in one 
group. Apparently the Federal Security Administration thought 
that he was not in that group. 

As Mr. Packer said, it would either be a question of law or fact. 
The law is quite clear if he is an accountant, or if he is a certified 
public accountant. 

Mr. Wrwy. I have another letter which falls in a similar catgory, 
and I ask that it be received in evidence as exhibit 71. This is a letter 
from one Walter F. Hunt of 1030 Baldwin Avenue, Ann Arbor, Mich. 
It was addressed to Hon. George Meader, House of Representatives, 
under date of July 14, 1953. 

Chairman Curtis. Without objection, the letter will be received in 
evidence. 

(The letter referred to was marked “Exhibit 71” and received for 
the record.) 

EXHIBIT 71 


UNIVERSITY OF MICHIGAN, 
MINERALOGICAL LABORATORY, 
Ann Arbor, July 14, 1958. 
Hon. GEorGE MEADER, 
House of Representatives, 
Washington, D. ( 

Drar Mr. MEAperR: May I solicit your assistance in securing a decision in a 
matter relating to social security that has been hanging fire for 6 months with- 
out action or decision. 

I am a retired professor emeritus of the University of Michigs age 70 (will 
be 71 September 6). A fe years ago social security was expanded to include 
self-employment. In my case self-employment involved royalties of books, 
plus a slight remuneration (one irium) received from the Mineralogical Society 
of America as editor of the American Mineralogist. This society is a nonprofit 
organization devoting its entire funds to the publication of scientific articles in 
the field of mineralogy and crystallography. It has no salaried officers. 
I have been editor of this journal for 31 years. In the early days when 
the organization was small I served for numerous years without receiving a 
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) 
penny for my services. As the organization grew and the work became more 
arduous the council voted a small stipend to the individuals who carried on the 
bulk of the work—the editor, the treasurer, and the secretary. This small 


stipend was termed “honorarium.” 

When the social-security service was expanded to include self-employment I 
personally paid the 244 percent toward social security on the sums received from 
royalties of books and as editor. This was done in 1951 and 1952. In January 
1953, having complied with the laws as laid down, my application for social 
security (No. 369-354-2621) was sent from Ann Arbor to the field office in 
Jackson, Mich., (Raymond C. Backus, manager in charge). 

As you will note 6 months have elapsed without action or decision on this 
claim in what seems a very simple case. From the meager information that 
filters back to me is the question whether this work as editor is self-employment, 
or wages, and if the latter then I am an employee and such stipend cannot be 
considered self-employment, The matter has been thrown about like a basket- 
ball for one office to another, with action or decision. 

As indicated above the society does not pay Wages or salaries to any of its 
officers and there is certainly a difference between ‘“‘wage” and “honorarium.” 
Webster’s Dictionary defines honorarium as “an honorary payment or reward, 
usually in recognition of gratuitous or professional services on which custom 
or propriety forbids any fixed business price to be set, or for which no payment 
can be enforced at law * * *.” That is exactly my situation and it would seem 
that an “honorarium” and a ‘“‘wage” or “salary” are quite distinct and easy to 
differentiate. 

If you would be willing to write a letter to possibly the field office in Jackson, 
Mich., or apply some pressure where it will do some good in order to get action 
or a decision on this claim, it would be greatly appreciated. I did not know 
before how slowly governmental agencies operate. I had the impression that 
social security was a service designed for the living and not the dead, but one 
wonders when one waits and waits. Any action or suggestions you can take to 
get action on this case would be greatly and fully appreciated. 

Sincerely, 
WaALtTer F. Hunt, 
1030 Baldwin Avenue, Ann Arbor, Mich. 


WaLrtrer F. Hunt, Account No. 369-34—-2621, Lerrer TO CONGRESSMAN MEADER, 
DATED JULY 14, 1953 


(Note.—The Bureau furnished the following comment: Mr. Hunt’s claim 
presented a question as to his relationship with the Mineralogical Society of 
America, Cambridge, Mass., in editing its biweekly publication. If he was a self- 
employed individual in doing this work, his income would be creditable as net 
earnings for social-security benefit purposes; if he was an employee, the remu- 
neration could not constitute creditable wages, since the society, a nonprofit or- 
ganization exempt from the payment of income taxes for section 101 (6) of the 
Internal Revenue Code, had not waived its exemption from payment of social- 
security taxes. Whether Mr. Hunt met the insured status requirements of the 
law for entitlement to benefits when he filed his application depended upon the 
resolution of this issue. 

(Information obtained from the society and from Mr. Hunt, established that 
Mr. Hunt was an employee of the society with regard to his services as editor and 
that since the society had not filed a waiver of social-security tax exemption with 
the Internal Revenue Service, Mr. Hunt’s remuneration was not creditable as 
wages for social-security benefit purposes. Mr. Hunt therefore was not fully 
insured in January 1953 when he filed application for benefits. However, because 
of additional net earnings from self-employment which Mr. Hunt received in the 
form of royalties in 1953, he met the requirements for entitlement to benefit as of 
April 1953. An award was made to Mr. Hunt in August 1953 and benefits paid 
retroactively to April 1953.) 

Mr. Mitts. Is there any particular case involved here? May the 
same privilege be given to them, if they care to, to comment on this, so 
that we can have all the facts? 

Chairman Curtis. Yes, sir. 
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Mr. Bauz. Thank you. 

Mr. Wiyy. | will read the pertinent part of this paragraph. First, 
however, I am prefacing it by saying that this eentleman had a con- 
nection with the Miner: logic - Soc iety of America, as editor of the 
American Mineralogist. He is also a writer. 

He considers himself annie and paid the social-security tax. 
It seems a very simple case. 


From the meager information that filters back to me is the question whether 
this work as editor is self-employment, or wages, and if the latter, then I am an 
employee and such stipend cannot be considered self-employment. ‘The matter 
has been thrown about like a basketball from one office to another, without 
action or decision. 


Mr. Meader wrote the Department of Health, Education, and Wel- 
fare, and received an answer under date of July 21, 1953, from Ray- 
mond C. Backus, manager of the field office in Jac whe Mich. 

I should like to have the copy of this letter marked in evidence as 
“Exhibit 72,” Mr. Chairman. 

Chairman Curtis. Without objection, it will be received. 

If there are any data that you wish to submit to throw further light 
on any of these, as to the prob lem faced here, you are welcome to 
submit anything you wish to submit. 

Mr. Baty. Thank you, Mr. Chairman. 

(The letter referred to was marked “Exhibit 72” and was received 
for the record.) 


EXHIBIT 72 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, 
BUREAU OF OLD-AGE AND SURVIVORS INSURANCE, 
SocrAL Securrry ADMINISTRATION FIELD OFFICE, 
Jackson, Mich., July 21, 1953 
Hon. GrorGe MEADER, 
House of Representatives, Washington 25, D. C. 

DEAR CONGRESSMAN MEaADER: This is in reply to your inquiry of July 17 relative 
to the attached letter of Walter F. Hunt, of 1030 Baldwin Avenue, Ann Arbor, 
Mich. Mr. Hunt filed an application for social-security benefits with this office 
on January 21, 1953, and, to date, no final determination of award has been made. 

Under the provisions of the Social Security Act an old-age insurance benefit 
may be paid only to a fully insured individual. To be fully insured at this time, 
a claimant must have six quarters of coverage. A quarter of coverage is a 
calendar quarter in which a person is paid wages of $50 or more by his employer, 
or in which he is credited with $100 or more of self-employment income. 

Our records disclose that Mr. Hunt had no reporting of wages under social 
security prior to January 1951. On his income-tax return for the year 1951 he 
reported as self-employment income $389.56 from royalties from books and 
$429.16 in moneys received as editor of the American Mineralogist. On his 
income-tax return for the year 1952 he reported royalties of $716.99 and as 
editor $331.77. In reporting the above amounts he paid the social-security tax 
as a self-employed person of 244 percent. In the development of his claim for 
benefits, the question must be resolved as to whether or not Mr. Hunt is self- 
employed or an employee of the Mineralogical Society of America, 12 Geological 
Museum, Cambridge, Mass. If it is determined that he is an employee of the 
society, then he would not be insured and have the necessary 6 quarters of 
coverage to qualify for social-security payments as the royalties on his books 
for the year 1951 did not equal $400. 

In our investigation we also find that the society is a nonprofit organization 
which has not waived its exemption to permit its employees to elect to come 
under social security. 

In an effort to complete the development of his claim, I contacted Mr. Hunt at 
his residence in Ann Arbor yesterday. During the course of our conversation 
he stated that he expected to receive additional royalties over and above the 
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amount of $400 by the end of this month. Upon the receipt of this sum, Mr 
Hunt would have the necessary quarters of coverage to be insured under our 
program. 
We hope the above information will aid you in replying to Mr. Walter F. Hunt 
If you desire further information, we shall be pleased to furnish it 
Sincerely yours, 


} 


RayMonp CC. Backus, Vanager 


Mr. Winy. Mr. Backus Lears out the statement previously made, 
that in the development of his claim for benefits, the question must be 
resolved as to whether or not Mr. Hunt is self-employed or an employee 
of the mineralogical Society of America, 12 Geological Museum, 
Cambridge, Mass. 

If it womens that he was an emplovee of the institution, he would 
not be covered as the royalties on his books for the year 1951 did not 
equal $400. He points out that Mr. Hunt has told him that he expects 
to receive additional royalties over and above $400 by the end of July 
1953. Upon receipt of this amount Mr. Hunt would have the neces 
sary coverage to be insured under the program. 

Chairman Curris. At this pomt I would like to read excerpts from 
a few letters received by Members of Congress, which are illustrative 
of the problem with which we are dealing in the matter of OASI 
coverage. 

This letter was dated January 12, 1953, addressed to me, from a 
resident of Passaic, N. J., and I quote as follows: 

I would like very much to call your attention to certain portions of this (social 
security) coverage, which to my mind is most inadequate I presently work for 
a religious institution, a nonprofit one. The law at the present time is such 
that social security is not compulsory; if two-thirds of the employees wish to 
join, then coverage is possible. 

At the present time our employees are not too willing, in view of the fact 
that they eventually will either be ordained ministers and teachers, and they 
work here on a temporary basis which leaves me, the secretary of the office, 
in rather a bad situation in convincing the Board. I believe definitely that the 
social-security laws should cover all employees, whether they be 1, 2, or more. 
I cannot see why I should be penalized from a security which is most important 
to me. 

This letter was addressed to the Honorable Charles Raper Jonas, 
Representative in Congress from the 10th District of North Carolina, 
from a resident of Taylorsville, N.C. 

After my husband had a stroke and couldn’t work, I wrote to the Social Security 
Office and asked them if I would buy some cows and sell milk would it come 
under social security. The reply was that it would if, after my expenses were 
taken out, my net income would be $400. It was, and I paid social security 
for 1951 and 1952. Now, since I fell and broke my arm and am over 70 years 
old, I called on them for help. So I am sending you the letter I received from 
them saying, as you will see, that it does come under farming and I could get 
nothing. Now, can you help us get farmers under social security ? 

I have one more letter here, from which I want to read. This letter 
was dated July 11, 1953, from a resident of Fresno, Calif., to the Hon- 
orable Allan Oakley Hunter, Representative in Congress from the 12th 
District of California, and I quote: 

On June 20, 1950, after having been in the plumbing business for several years, 
I sold my business to my son. He asked me to remain with the firm until cer- 
tain things were running smoothly. I was to act as foreman and consultant. 
This I agreed to do with the definite understanding that I was to be one of the 
employees. I was hired, with the various deductions being taken from my 
salary. 
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This spring, after working some 2 years or more, I retired from the business 
and was dropped from the payroll. I was advised to apply for old-age insuronce 


as I am over 65. My claim was rejected on the grounds that I was in family 
employment. This does not seem fair in light of the fact that I worked in all 
good faith, with contributions being made from my pay as well as by the firm, 
toward the various forms of the Social Security Act. 

The examination that we have just made leads me to conclude per- 
sonally that, in fact, the OASI coverage excludes approximately one- 
fifth of all jobs, resulting in unequal treatment to many American 
people. Whether the fact of unequal treatment is outweighed by 
other considerations in the problem of old age and survivors insurance 
coverage, is a question we must decide. 

Pri ceed, 

Mr. Winn. Mr. Chairman, I ask at this time that a table entitled 
“Status of the Aged With Respect to Eligibility for OASI Benefits, 
December 31, 1952,” be made a part of the record and marked 
“Exhibit 7 

The information in all of the lines of figures as to the total number, 
the number of male, the number of female, were obtained by the staff 
from the September 1953 Social Security Bulletin, 1952 Annual Sta- 
tistical Supplement. 

The last two lines of figures, the number fully insured but not 
drawing primary benefits, and number neither insured nor drawing 
primary benefits, was computed by the staff from the other informa- 
tion on the table, plus other data which were submitted by the Bureau 
of OAST. 

The percentages which are stated in three of the columns were com- 
puted by the staff. 

Chairman Curtis. Without objection, the table will be received and 
marked “Exhibit 73.” 

(The table was marked “Exhibit 73” and received for the record.) 


© 
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EXHIBIT 73 
TaBLe 45.—Status of the aged with respect to eligibility for OASI benefits, 
Dec. 81, 1952. 








Total Male Female 
P Per- . Per- 
Number veg umb , 
umber | cont | Number | gant | Number cent 
Population age 65 and over ; - 13, 305,000 (100.0 | 6,232,000 |100.0 | 7.073.000 | 100.0 
Number drawing primary old age benefits 2, 643, 932 | 19.9 2,051,970 | 32.9 591,962 | 84 
Number drawing aged wives’ b fits 699. 797 5.3 ie 699, 797 9.9 
Number ged husbanc enefits 4. 278 (*) 4, 278 SE Weadocanesstdbenns 
Number drawing widows’ benefits ‘. 454, 064 Be Vewceen 454, 064 | 6.4 
Number drawing widowers’ benefits 499 ( 199 ( ; 
Number drawing parents’ benefits ! 34 21, 460 2 3, 842 1 17, 618 
Total] aged drawing OASI benefits ; 3, 824,030 | 28.7 2, 060, 589 | 33.1 1, 763, 441 
Number of aged not drawing OASI benefits 9, 481,000 | 71.3 4 5, 310, 000 


171,000 | 66.9 





Number fully insured—not drawing primary 
benefits ? “ 1, 440,000 | 10 
Number neither insured nor drawing benefits. 8,041,000 60.4 





P 


151,000 | 18.5 289, 000 4.1 
, 920,000 | 48.5 | 5,021,000 | 71.0 


1 Number in current payment status Dec. 31, 1952. Includes small number living outside United States. 

?“Fully insured’? has meaning as defined in title II of Social Security Act. Persons with 6 or more 
quarters of coverage on Dec. 31, 1952, were fully insured. 

3 Less than 0.05 of 1 percent 





Source Data derived from appendix I, table 2, p. 1017: and from table 23, Annual Statis- 
tical Supplement—-1952, Social Security Bulletin, September 1953. 
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Mr. Wryn. Mr. Ball, do you have exhibit 73 before you? 

Mr, Batu. Yes, Mr. Winn. 

Mr. Wrxn. Please state the total population ages 65 and over in 
the United States as of December 31, 1952. 

Mr. Batu. 13,305,000. 

Mr. Winn. How many persons were drawing primary old-age 
benefits as of December 31, 19524 

Mr. Batu. 2,643,932. 

Mr. Winn. Please state the number of pe ‘sons shown to have been 
drawing second: ary benefits as aged wives? 

Mr. Batt. 699,797. 

Mr. Winn. And the number drawing secondary benefits as aged 
husbands? 

Mr. Batu. 4,278. 

Mr. Winn. The number drawing benefits as aged widows? 

Mr. Baru. 454,064. 

Mr. Wryn. And the number drawing beneiits as aged widowers? 

Mr. Batu. 499. 

Mr. Winn. And the number drawing benefits as aged parents ¢ 

Mr. Bau. 21,460. 

Mr. Winn. What is the total number of aged persons shown to have 
been receiving OASI benefits in December 1952 ¢ 

Mr. Batxt. On December 31, 1952, it is 3,824,030. 

Mr. Winn. Now, this number drawing aged benefits represents 
approximately 29 percent of the aged population; is that correct ¢ 

Mr. Batu. Yes, Mr. Winn; that is correct. 

Mr. Winn. And what is shown to be the number of aged persons 
who were not drawing OASI benefits in December 1952? 

Mr. Batu. 9,481,000. 

Mr. Winn. What percentage of the aged population were not 
drawing benefits? 

Mr. Bau. 71.3 percent, Mr. Winn. I might point out that we sup- 
plied these figures, of course, for the same reason I explained earlier, 
on the December 1952 basis. But you might be interested in the 
latest figure of the number of aged drawing benefits. It has gone 
up now so that as of September 30, 1953, there were 4,457,207. That 
compares with the 3,824,030 figure. 

Another point that I would like to make if you will permit me is 
that if you measure this percentage not against the total population 
65 and over, but against the retired aged; which is the group that the 
program is doing something for, you get a 40 percent of that retired 
group as against the 29 percent of the total population. 

Chairman Curtis. But you would have to take both figures into 
account; would you not ? 

Mr. Batu. Yes, Mr. Curtis. 

Chairman Curtis. Because we do not know the reasons why all 
these people who are eligible are not applying for benefits. There 
may be various reasons. They may choose to work. They may want 
to carry on. 

Mr. Bau. Yes. 

Chairman Curtis. Some of them may have reasons for wanting to 
stay on in their business until certain things are accomplished, “but 
some of them may be staying on because the benefits that would be 

vailable are not such that they could retire. Is that true? 
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Mr. Bau. I think that would be possible in some cases, Mr. Chair- 
man, yes. 

Chairman Curtis. Some of them may be drawing benefits and may 
have retired anyway, had they not been eligible for benefits? 

Mr. Batu. Yes. 

Mr. Winn. Now, of the 9,481,000 aged persons not drawing benefits 
in December of 1953, how many are shown to have been fully in- 
sured as of that date? 

Mr. Batu. 1,440,000. 

Mr. Winn. When a person 65 years of age or older is fully in- 
sured, he potentially is eligible to apply for and receive OASI bene- 
fits if he is not currently earning more than $75 per month from cov- 
ered employment or self- employment ; is that correct ? 

Mr. Baru. Of course, if he is 75 or over, he can receive the benefits 
regardless of the amount he is earning. 

Mr. Winn. From your general knowledge of the situation, would 
you say that it may be assumed that the large majority of these 
1,440,000 aged persons who are fully insured but not drawing bene- 
fits, probably were working ? 

Mr. Baru. Yes; I would think that virtually all of them are work- 
ing in covered employments. 

Mr. Winn. Now, exhibit 73 indicates that these aged persons who 
were fully insured but not drawing benefits in December 1952 rep- 
resented approximately 11 percent of the aged population; is that 
correct ‘ 

Mr. Bau. Yes. 

Mr. Winn. What is the number of persons shown to have been 
neither insured nor drawing benefits ? 

Mr. Bax. 8,041,000. 

Mr. Winn. Now, these 8,041,000 aged persons neither insured nor 
drawing benefits represent approximately 6 out of every 10 persons 
in the aged population; is that correct ? 

Mr. Bau. Yes, Mr. Winn. Of course, this number includes per- 
sons working, or the wives of men who are working in uncovered em- 
ployment. I think that is an important point. It includes the wives 
of insured men working under the old-age and survivors insurance 
program, and it also inc ludes retired persons receiving payments from 
other retirement systems, such as railroad retirement, civil service, 
and State and local governments. They are in there, too. 

Mr. Wryn. That is all very true, but nevertheless, Mr. Ball, it is 
proper to conclude that as of December 1952 approximately 6 out 
of every 10 persons in the United States aged 65 and over could not 
qualify to receive primary OASI benefits in the future unless they 
succeeded later in obtaining additional earnings credits from em- 
ployment or self-employment covered by the O: ASI program ¢ 

Mr. Bau. Correct. 

Mr. Winn. At this point, Mr. Chairman, I would like to offer for 
inclusion in the record as exhibit 74, a chart entitled “6 Out of 10 
Aged Cannot Get OASI Payments,” the data for which were taken 
from exhibit 73. 

Chairman Curtis. Without objection, the chart will be so received. 
(The chart was marked “Exhibit 74” and received for the record.) 
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(Data in exhibit 74 are derived from exhibit 73 on page 518, entitled 
“Status of the Aged With Respect to Eligibility for OASI Benefits, 
December 31, 1952.”) 


EXHIBIT 74 


© our oF 1Orasen CANNOT GET OAS! PAYMENTS * 
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d LN A 
Ineligible for OAS! Eligible but Receiving 
not drawing payments 





ALL AGED 65 and over 


ORAWING 


INELIGIOBLE FOR OASI BENEFITS SuTindt | steno Pmmaky 
8,020,000 ' BENEFITS 
BENEFITS] BENEFITS! 2,643,932 

\,456,000 








1S, 2OCOOg ot ere 


AGED MEN 


INELIGIOLE FOR 
OASI CENEFITS PRIMARY 


BENEFITS 
2,991,000 


2,051,970 





ORAWING SECONDARY 
BENEFITS 8 619 


AGED WOMEN 








ORAWING PRIMARY 
BENEFITS 
591,962 





INELIGIBLE FOR 
OAS! BENEFITS 
§,929,000 


DRAWING BENEFITS 
308,000 * as OF DEC. 31,1952 
Source: For data, see exhibit 73. 


Chairman Curtis. I see that the chart itself bears the date Decem- 
ber 31, 1952. 

When the staff started their various computations and search for 
figures, it was months ago, and they had to have a starting place some 
place. 
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We are aware that the claims for OASI benefits are on the upgrade 
at the present time because of the amendments made in 1950 and 1952. 
There are more claims coming in for benefits now. 

Mr. Bau. That is part of the reason, Mr. Chairman. Also the 
program, even as designed in 1939, is such that a larger and larger 
portion of the people reaching 65 are insured. 

Chairman Curtis. In other words, the number of claims is starting 
on a rather marked upswing? 

Mr. Batt. Yes. 

Chairman Curtis. This chart clearly shows that at the beginning 
of this year the picture in reference to the present aged is that 6 of 
them are ineligible and 4 of them are eligible, and of those 4, 3 are 
receiving benefits, and there are probably many reasons for the 10 
percent who are still working. 

You may proceed, Mr. Winn. 

Mr. Winn. It is true, Mr. Ball, that some of this number who are 
ineligible for old-age and survivors insurance primary benefits might 
qualify for secondary benefits for aged persons? I believe you men- 
tioned that a while ago. 

Mr. Bat. I am glad you asked that question. I think that this 
chart is technically correct in terms of eligible and ineligible, but 
the point you made now, I think, is very important, that some of those 
people in that six may draw benefits as wives or widows. 

Mr. Winn. They are not eligible at the moment, but some time in 
the future they may draw benefits, as aged wives or widows? 

Mr. Batu. Yes. 

Mr. Winn. How many men are shown to have been neither insured 
nor drawing benefits, referring again to exhibit 73 ? 

Mr. Batu. 3,020,000. 

Mr. Winn. This number represents approximately 48.5 percent of 
the number of aged males aged 65 and over; is that correct? 

Mr. Bau. Yes. 

Mr. Winn. What is shown to be the number of women who are 
neither drawing benefits nor insured, aged 65 and over, of course? 

Mr. Bau. 5,021,000. 

Mr. Winn. This number represents approximately 7 out of every 
10 women; is that correct? 

Mr. Batt. Yes, Mr. Winn. 

Chairman Curtis. I wish at this point to read excerpts from two 
letters which are illustrative of the problem of persons who grew 
old and retired before obtaining OASI coverage. This first letter 
is dated January 18, 1953, from a resident of Moberly, Mo., addressed 
to the Honorable Harold C. Ostertag, a Representative in Congress 
from the 39th Congressional District of New York: 

I was employed as a court reporter in the Missouri courts for more than 37 
years up until June 1, 1948, when I was forced to resign, which was about 2% 
years before the amendments of 1950 became effective on January 1, 1951. I 
was over 70 years of age. I took the matter up with the social-security agency 
and inquired whether my work and wage records therefrom, as a court reporter 
for more than 37 years prior to January 1, 1951, and up to June 1, 1948, entitled 
me to social-security benefits. 

Federal Security Agency informed me that since my employment was before 
January 1, 1951, I was excepted from social-security coverage, that I would not 
be entitled to any benefits based on my work prior to 1951. 
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It would seem that it would be fair and reasonable for this class of aged 
persons to be given credit for this work prior to January 1, 1951, and not be 
excluded and barred from benefits because they had to give up their work before 
January 1, 1951, and did not happen to be employed on or after that date. 

The other letter that I want to read from is dated February 13, 1953, 
from a resident of New York City to the Honorable Clifford P. Case, 
former Representative in Congress from the Sixth Congressional Dis- 
trict of New Jersey. 

I am interested in learning whether extensions in coverage now being proposed 


will include aged persons who were incapable of working in covered employment 
since the inception of the law. 


I particularly have in mind the case of my father who died at 68 in March 
1938, after an illness of about 2 vears, leaving as his survivor my mother, who 
is presently 77 years of age. Since he had no opportunity to secure coverage, 
the provisions of the present law appear inadequate to protect the welfare of 
such individuals and their survivors. 

By contrast, I know of many cases in which an individual worked only a short 
period of time after the inception of the law and before death, and in which his 
widow is receiving substantial survivor benefits. 

I do not believe that any of the letters just read referred to any 
specific action of the agency, but rather pointed up the legislative 
situation which we are faced with. If there are any comments that 
you wish to make, you are welcome to make them. 

You may proceed. 

Mr. Winn. Mr. Ball, will you refer again to exhibit 67 which was 
introduced some time ago. That is the table entitled “Status of the 
Population of the Continental United States, Age 14 and Over, With 
Respect to Earnings Credits, Upon Which Eligibility for OASI 
Benefits are Conditioned, December 1952.” (See p. 478.) 

Mr. Baty. I have it here, Mr. Winn. 

Mr. Winn. You have the exhibit? 

Mr. Batu. Yes, sir. 

Mr. Wrxn. You will note that in the group of persons ages 65 and 
over, there were an estimated 1,000,000 who were uninsured but who 
have some OAST earnings, and that this group included 700,000, as 
estimated by the subcommittee staff on the basis of 1951 experience, 
who had no OAST earnings in 1952. 

Therefore, it would be proper to conclude, would it not, that there 
are approximately 300,000 persons aged 65 and over out of those in 
an uninsured status, who actually performed some work during 1952 
in covered employment or self-employment ? 

Mr. Batu. Yes. I think that that is a reasonable statement. 

Mr. Win. A part of those 300,000 persons who were uninsured at 
the end of 1952 had declared some OAST earnings credits during that 
year and actually may have been drawing secondary benefits; is that 
correct ¢ 

Mr. Baty. Yes. 

Mr. Winn. Would you agree that the statistics which we have dis- 
cussed indicate that of the 8,041,000 aged persons who were neither 
insured nor drawing benefits at the end of 1952, not more than ap- 
proximately 300,000 appear still to have been working in covered em- 
ployment or self-employment covered by the OASI program during 
1952? 

Mr. Bax. Yes, Mr. Winn. 
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Mr. Winn. Have we concluded then that nearly all of the 6 out of 
10 aged persons who were neither fully insured, nor drawing benefits 
at the end of 1952, presumably never had worked to any appreciable 
degree in employment now covered by OASI, or had retired from such 
employment prior to its being brought into OASI coverage ? 

Mr. Baw. Yes. 

Mr. Wiyy. Is it true that as of the end of 1952, 6 quarters of OASI 
coverage or 18 months represented the minimum amount of service 
in OASI-covered employment or self-employment that was required 
for a person to be fully insured / 

Mr. Baux. Yes; that is the extreme. 

Mr. Wriyn. At existing rates of taxation for OASI purposes, the 
total tax contributions in this instance would have been $4.50 paid by 
the employee and $4.50 paid by the employer; is that correct ? 

Mr. Batu. Yes, Mr. Winn. 

Mr. Winn. May it be concluded then that amounts of wage credits 
which required the payment by an individual of $4.50 in taxes with 
the same amount by his employer could have meant the difference be- 
tween eligibility for minimum benefits of $25 monthly and lack of 
eligibility for such benefits / 

Mr. Batu. Yes, Mr. Winn, in that extreme case. 

Mr. Winn. Actually, if a person had some coverage experience but 
lacked the full six quarters wages, that would have required only a 
few cents in taxes, it could mean the difference between eligibility or 
lack of eligibility for benefits, is that not correct? 

Mr. Batt. Yes, Mr. Winn. 

Mr. Winw. Is it also true that for a person at or beyond the retire- 
ment age in the latter part of 1952, employment for 18 months at a 
level wage of at least $300 monthly, requiring the payment of $162 
in employer and employee OASI taxes could have qualified the indi- 
vidual to receive the maximum OAST benefits of $85 per month? 

Mr. Bat. Yes, Mr. Winn. You understand that situation is only 
possible for a limited period of time; that, for instance, people retiring 
now, becoming 65 and retiring now and qualifying on the maximum 
wages for that six-quarter period would not get the $85. That would 
be down to about $70. 

Mr. Winn. What you are saying is that as the result of the addi- 
tional time that has elapsed, and although the statute states it in 
months, let us state it in quarters, for every two quarters following 
those first two quarters, the employee must. have been employee status 
for one quarter, and all quarters, in order to get the maximum benefit 

Mr. Batu. Yes. You have to have the full wage record throughout 
the entire period to get a full benefit. 

Mr. Winn. While an aged person who still is able to work, might 
be able to acquire eligibility for benefits through further work, it is 
obvious, is it not, that the loss of eligibility for OASTI benefits to an 
individual and his wife or widow is wholly irrevocable if a person 
is incapacitated or dies before acquiring the necessary periods of 
coverage ¢ 

Mr. Baxi. Yes; if he is permanently incapacitated. 

Mr. Wrxw. Or dies? 

Mr. Bau. Yes. 
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Mr. Wryy. Is it true that one of the effects of the 1952 new start 
amendments was that of leaving ineligible for widows’ benefits an 
unknown number of widows whose husbands may have had several 
years of coverage in OASI employment, but the husbands died prior 
to September 1, 1950? 

Mr. Bauxi. Yes, Mr. Winn. 

Chairman Curtis. There has been brought out in the evidence that 
we have just heard the fact that the line separating elderly people 
able to draw OASI benefits from other elderly people unable to draw 
such benefits is very thin. It may amount to a few dollars in wages, 
represented by a few cents in social-security taxes. 

The opportunity afforded by the 1950 amendments for people to 
become eligible for benefits was only 18 months of work and is a 
situation of which we are all well aware, emphasizing the smallness 
of the work history that may stand between eligibility and ineligibility 
for benefits. 

The determination to be made here is whether the OASI system 
now discriminates against older people who, because of the accident 
of age or the line of work in which they were engaged, have been 
unable to obtain old-age retirement when retiring from work. 

Are there any questions by members of the committee at this point? 

The Chair might state that we will meet tomorrow. I would like 
to meet at 9: 30. 

Our first witness is one who is coming from some distance. He is 
Mr. Rader, of Oklahoma. 

We will proceed with Mr. Rader’s testimony, and I will instruct 
the staff to be in touch with Mr. Ball and the other gentlemen as to 
the time when we will continue their testimony. 

So far as the appearance the first thing in the morning, the witness 
is going to be Mr. Rader, of Oklahoma. 

If there are no further comments from the committee, we will stand 
adjourned until 9: 30 tomorrow morning. 

(Whereupon, at 4:30 p. m. the committee recessed, to reconvene 
at 9:30 a.m..on Thursday, November 19, 1953. 
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THURSDAY, NOVEMBER 19, 1953 


Houser Or REPRESENTATIVES, 
SUBCOMMITTEE ON SOCIAL SECURITY OF 
THE COMMITTEE ON WAyYs AND MEANS, 
Washington, D.C. 
The subcommittee met at 10 a. m., pursuant to recess, in the main 
hearing room of the Committee on Ways and Means, Hon. Carl T. 
Curtis, chairman of the subcommittee, presiding. 
Present: Representatives Curtis (presiding), Goodwin, Baker, 
Curtis of Missouri, and Mills. 
Present also: Representatives Eberharter and Edmondson. 
Subcommittee staff members presents: Robert H. Winn, chief 
counsel; Karl T. Schlotterbeck, staff director; George R. Leighton, 
editor and consultant; Rita R. Campbell, economist; James E. Finke, 
Howard Friend, Government research analysts; Wallace M. Smith, 
attorney ; Eileen R. Browne, clerk; present also Russell EF. Train, clerk, 
and Leo H. Irwin, minority adviser, Committee on Ways and Means. 
Chairman Curtis. The committee will come to order. Will Mr. 
Lloyd E. Rader, and the two gentlemen with him, come up here and 
take their places, please ? 


STATEMENT OF LLOYD E. RADER, DIRECTOR OF PUBLIC WELFARE, 
STATE OF OKLAHOMA, ACCOMPANIED BY STATE SENATOR JESS 
L. FRONTERHOUSE, AND STATE REPRESENTATIVE GENE STIPE 


Chairman Curtis. You are Lloyd E. Rader, director of public wel- 
fare for the State of Oklahoma, are you not ? 

Mr. Raper. Yes, sir. 

Chairman Curtis. Would you identify the two gentlemen who have 
accompanied you? You are the one who is going to furnish the testi- 
mony. 

Mr. Raper. Senator Jess Fronterhouse, of Miami, Okla., and Repre- 
sentative Gene Stipe, from McA lester. 

Chairman Curtis. Senator Fronterhouse, you are on a committee 
in your legislature having to do with public assistance, is that right? 

Mr. FronternHovse. I am chairman of the social welfare committee 
and have been for the last two sessions in the senate. 

Chairman Curtis. Representative Stipe, do you have a similar as- 
signment ¢ 

Mr. Stirr. I have been assistant majority leader of the house for the 
last two sessions, and I come more or less, to observe. Of course, we 
are very much interested in this program. 
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Chairman Curtis. We are delighted to have all three of you here, 
and we appreciate the help and cooperation that you have given. 
We are grateful to the Governor and everyone else in your State inter- 
ested in this program. 

At this time counsel will proceed with his examination of Mr. Rader. 

Mr. Wixn. Mr. Rader, I believe you first became exposed to welfare 
work in October, 1932, is that correct ? 

Mr. Raper. That is correct, sir. 

Mr. Winn. What was your position at that time ? 

Mr. Raper. I was county director of Custer County, one of the 
western counties in Oklahoma. 

Mr. Winn. Then from 1933 until about 1939, you held what position 
in the State of Oklahoma ? 

Mr. Raper. I was Chief Auditor for the Sales Tax Division, and 
later Director of the General Enforcement Division of the Tax Com- 
mission. 

Mr. Winn. We will come back to that Sales Tax Division and what 
Its Impac t on this program isa little later. 

Directing your attention particularly to 1951, did you at that time 
again have something to do with the welfare program in Oklahoma ¢ 

Mr. Raper. I became the State director on November 15, 1951. 

Mr. Winn. You have been State director ever since ¢ 

Mr. Raper. Yes, sir. 

Mr. Winn. Youstill are State director ? 

Mr. Raper. Yes. 

Mr. Winn. Do you have occasion in your work as State director to 
come into personal contact with the applicants for and the recipients 
of the welfare payments ? 

Mr. Raper. I do that as much as possible. I am interested in talk- 
ing to as many recipients as my time will permit. I should say that 
I probably see 10 or 12 a week. 

Mr. Winn. That is every week? 

Mr. Raper. Every week. Sometimes more. 

Mr. Winn. Those are both applicants for benefits and recipients of 
benefits ? 

Mr. Raper. Correct. 

Mr. Winn. What, under the laws of your State, if you know, are 
the vested rights to public assistance, if any, of needy persons over 65 ? 

Mr. Raper. Under the Oklahoma law, needy persons over 65 years 
of age have no vested rights to public assistance. This interpretation 
is set out in State ex rel. Westbrook v. Oklahoma Public Welfare Com- 
mission, et al, (196 Oklahoma, p. 586, 167 Pacific 2d, p. 71) and follows 
the holding of the United States Supreme Court in Lynch v. United 
States (292 U.S. 571, 78 Law Ed., 1434), wherein the Court stated: 

Gratuity involves no agreement of parties, and the grants of them creates no 
vested right. 

Chairman Curtis. Do you have the date of the decision? 

Mr. Raper. I do not. 

Chairman Curtis. But it is a rather recent decision? The Okla- 
homa decision is a decision of the last few years? 

Mr. Raper. I think it has been about 9 or 10 years, Mr. Chairman. 

Chairman Curtis. I see. Proceed. 
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Mr. Winn. What you have said as to assistance for needy persons 
over 65 applies also to dependent children and the other dependent 
aid programs in Oklahoma, Mr. Rader ? 

Mr. Raper. Yes, sir. 

Mr. Winn. What vested rights, if any, do recipients of old-age 
assistance in your State have that they did not have before 1935 4 

Mr. Raper. The Social Security Act adopted by a vote of the people 
of Oklahoma in 1936 did not create any addition: il vested rights to the 
applicant for assistance. 

Mr. Winn. In other words, old-age assistance and aid to dependent 
children in your State under the State plan which has been approved 
by the Department of Health, Education and Welfare, pursuant to 
appropriate titles of the Social Security Act, are still acts of charity, 
still pure forms of relief, is that correct ? 

My, Raven, That is correct, sir, 

Mr. Winn. Mr. Rader, in September of 1945, the Survey Graphic, 
published an article by the then chairman of the Social Security 
Board, entitled “Ten Years of Social Security,” and in that article 
we find the following statement: 

We say that social insurance benetits are paid as a matter of right. What 


does this mean? We are really talking about rights enforceable through due 
process of law. But while these rights presume definite procedure to qualify for 


benefits, the benefits themselves may be conditioned on many things 
The Federal Social Security Act provides two kinds of programs—public assist- 
ance and social insurance. In the one, rights are conditioned on need; in the 


other, on wage loss, yet they are of the same kind, although people sometimes hold 
that those arising out of contributions paid by a person, or on his behalf, are the 
more valid. I do not believe that such a distinction can be made. 

In your State you say that old-age assistance and ADC payments 
are not made as a matter of right ? 

Mr. Raver. That is correct. Under the Oklahoma Jaw all applicants 
for old-age assistance who meet the eligibility requirements are en- 
titled to assistance as a statutory or conditioned right. The amount to 
which the applicant may be entitled, of course, is determined and based 
upon the need of the individual and the availability of funds appro- 
priated for such purpose. However, this is not considered a vested 
right. 

Mr. Winn. The terms and conditions are subject to change by the 
State legislature, at any time, are they not? 

Mr. Raper. That is correct. 

Mr. Winn. The terms or conditions can be added to or they can be 
subtracted from; is that correct? 

Mr. Raper. Yes, sir. 

Mr. Winn. And the assistance programs could be abolished by the 
State of Oklahoma at any time? 

Mr. Raper. That is right. 

Mr. Winn. An article in the November 1946 issue of Public Wel- 
fare, a publication of the American Public Welfare Association, the 
then Chairman of the Social Security Board said: 

Under the Social Security Act public assistance is paid as a matter of right, 
even though it is based on a showing of need. 

As applied to the State of Oklahoma, do you agree with that state- 
ment? 
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Mr. Raper. Under the Oklahoma Social Security Act, an applicant 
having eligibility requirements for old-age assistance is entitled to 
assistance, as a matter of statutory right. 

Mr. Wrixn. On April 20, 1948, the then Federal Commissioner of 
Social Security, in an address before the National Conference on Social 
Work at Atlantic City, N. J., said: 

To my mind there are four fundamental principles incorporated in the public- 
assistance titles of the Social Security Act, which grew out of the experience of 
social workers, and which social workers had been advocating prior to the passage 
of the Social Security Act. They are: (1) Public assistance as a matter of right; 
(2) a fair hearing to persons denied assistance; (3) the confidential character 
of information about applicants and recipients; (4) the unrestricted cash assist- 
ance payment. These principles today are so familiar to us that we are some- 
times too prone to take them for granted. However, as we have discovered 
recently, they require constant affirmation and interpretation by social workers 
in order that the public generally may appreciate their full value and significance. 

The Social Security Act requires that these provisions, among others, must be 
incorporated into State plans as a basis for receipt of Federal funds. * * * 

I gather from what you have said, Mr. Rader, that public assistance 
as a matter of right is not one of the provisions of your State plan; is 
that correct ? 

Mr. Raper. Well, as indicated by previous answers given, no one 
has a vested right to public assistance in the State of Oklahoma. They 
do have a statutory right to assistance, upon meeting the eligibility 
requirements as provided by the legislature, and the State depart- 
ment of public welfare, and our plan does provide assistance as a 
matter of statutory right to those old-age assistance applicants who 
meet these eligibility requirements. As to No. 4, I do not have any- 
thing particular to say, other than that it is my opinion, at least, that 
if de ‘partments were not prevente “d by statutes to have something at 
least to do with the spending, the following up of payments on ADC, 
that by proper casework methods we could do a better job of seeing 
that the money is spent for the benefit of the children. Iam sure that 
that is a highly controversial question. I would not care to elaborate 
on it further, but I do not mind expressing myself that that has been 
my feeling. 

Mr. Winn. Mr. Rader, have you found, as was stated in Atlantic 
City, in his speech and quoted in the excerpt which has been read 
into the record, that it requires “constant affirmation and interpreta- 
tion by social workers, in order that the public generally may appre- 
ciate” that public assistance is a matter of right? 

Mr. Raper. I have found in Oklahoma that many people are mis- 
informed as to the meaning of the statutory right to assistance. A 
great mi yer ity of these people over 65 years of age, and many who 
are under 65, are still of the opinion that Oklahoma adopted a social- 
security Se that gave them a right to assistance upon reaching their 
65th birthday, regardless of need. It is true that the social workers 
have had to constantly interpret that this is a program based upon 
need. 

Chairman Courrtis. Is that misunderstanding among the public 
something that occurs on rare occasions, or does it happen occasionally 
in every community ? 

Mr. Raver. I would say it is very general. 
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Chairman Curtis. Before you leave that subject of right, I would 
like to ask you a question, about that: 

The Federal law, and perhaps your law, has a provision that there 
must be a public hearing given to an applicant who is denied assist- 
ance. Obviously that is for the purpose of preventing star chamber 
decisions, and is intended to give equal treatment to people in equal 
circumstances. It is not in the sense that it is a court to enforce a 
vested right. Is that correct? 

Mr. Raper. That is right. 

Chairman Curtis. So that the Federal law carries that provision 
in order that no official can arbitrarily make the decision and call that 
the end of it. It is intended that there can be a place where it can be 
aired, so that justice may be done, and people may be treated fairly 
and equally. 

Mr. Baker. Mr. Chairman, I would like to ask a question. 

Chairman Curtis. Yes. 

Mr. Baker. We have been talking a good deal here about vested 
rights. You do have a statute that grants rights to all needy people 
of 65 and over, a statutory right ¢ 

Mr. Raper. Yes; providing they meet certain eligibility quali- 
fications. 

Mr. Baxer. So when you say they have a statutory right, they have 
that right if they qualify, as long as that statute is on the books? 

Mr. Raver. Yes; that is true. 

Mr. Baxer. In other words, it is not a question of charity that you 
can give to one and not to another, is it ? 

Mr. Raper. No, sir. That is mght. They have a right certainly, 
under the statute, if they meet the eligibility requirements to par- 
ticipate. 

Mr. Baxer. As long as that statute is on the books, all aged persons 
65 or over who are needy persons, are entitled to it, as 1 understand 
it? 

Mr. Raper. That is the way I understand it. 

Mr. Winn. Mr. Rader, how is the assistance program financed in 
your State? 

Mr. Raper. The 2 percent sales tax is an earmarked fund for the 
categorical programs, the administration of the department, 1 percent 
to the child welfare division and three-fourths of 1 percent to the 
crippled children’s program ; the balance for categorical programs. 

Mr. Winn. When you say “the categorical programs,” you mean 
the programs provided by the Federal Social Sec urity Act? 

Mr. Raper. Yes, sir. 

Mr. Wry. For how long has this 2 percent sales tax been in effect 
in Oklahoma and earmarked for this categorical program? 

Mr. Raper. Since 1936, the same time that the Social Security Act 
was passed—the Oklahoma Social Security Act. 

Mr. Winn. From the time that the Oklahoma Security Act became 
effective ? 

Mr. Raper. Yes. 

Mr. Winn. Approximately how much money does this provide a 
year for these programs, Mr. Rader? 

Mr. Raver. Well, at the present time it provides approximately 
$38 million. 
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Mr. Winn. At the time that this sales tax was passed, was that by 
a vote of the legislature or by a referendum of the people / 

Mr. Raper. That was by a vote of the people. 

Mr. Winn. Was the vote close? 

Mr. Raper. I don’t remember the number, but it was a rather heavy 
vote for the tax. 

Mr. Wixn. You would say that as of the time the the tax was 
voted, the people of the State of Oklahoma were willing to be taxed 
to support this program / 

Mr. Raper. Yes, sir. 

Mr. Winn. And based on your observations with people of the 
State of Oklahoma, you being the director of public welfare in that 
State, is it your opinion that the people of Oklahoma are still willing 
to be taxed to support this program / 

Mr. Raper. Yes, sir. 

Mr. Winn. Mr. Rader, you have in front of you a sheet of paper 
which I understand is the old-age assistance recipients per 1,000 
persons aged 65 and over by county, dated January 1953. I under- 
stand that this was a part of the monthly report of the public welfare 
department of Oklahoma for January; is that correct? 

Mr. Raper. Yes, sir. 

Mr. Winn. And this shows that the recipient rate for the State 
as a whole in January 1953, was 499, and that the counties ranged 
from a high of 830 persons per 1,000 down to 214 per 1,000; is that 
correct ‘ 

Mr. Raper. That is correct, sir. 

Mr. Winn. I ask that this be received in evidence and marked 
“Exhibit 75.” 

Chairman Curtis. Without objection, the table will be marked 
“Exhibit 75” and received in evidence. 

(The table referred to, marked “Exhibit 75,” follows :) 
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ExHrstir 75 





TABLE 46.—Old-age assistance recipients per 1,000 persons’ aged 65 and over, by 
county, January 1953 


¥ a 
sf re 
= » 
Rank County Recipient Rank Countv Recipient 
rate rate 
State 499 39 | Creek i 529 
40 | Pottawatomic 518 
1 | McCurtain 830 41 | Jackson é 518 
2 Atoka 807 42 | Greer 514 
3 | Sequoyah R02 43 | Harmon 493 
4 | Latimer 773 44 | Beckham 486 
Pushmataha 756 45 | Cotton 475 
6 | Choctaw 748 46 | Pawnee 465 
7 | Coal 744 47 | Tillman 458 
8 | Johnston . 734 48 | Caddo 451 
9 | Haskell 727 49 | Logan : 440 
10 | LeFlore 700 50 | Craig 430 
11 | MelIntosh 693 51 | Kiowa 416 
12 | Bryan 684 52 | Roger Mills 415 
13 | Hughes 680 53 | Tulsa — , 404 
14 A dair 679 54 | Comanche 394 
15 | Cherokee 670 55 | Blaine 375 
16 | Wagoner 670 56 | Noble 374 
17 | Marshall 646 57 | Payne 371 
18 | Okfuskee 646 58 | Kay : 367 
i9 | Pittsburg 644 59 | Custer 362 
20 | Delaware 639 60 | Washington 356 
21 | Love ail 630 61 | Oklahoma_--.- 352 
22 | Mayes 628 62 | Washita 331 
23 | Carter 602 63 | Canadian 316 
24 | Rogers 598 64 | Major 312 
25 | Seminole 598 65 | Harper 310 
26 | Jefferson 597 66 | Garfield 301 
27 | Murray 590 67 | Ellis 281 
28 | Pontotoc 587 68 | Beaver 272 
29 Stephens 577 69 | Woods 272 
30 | Lincoln 569 70 | Alfalfa 269 
31 | Garvin 564 71 | Cleveland 269 
32 | Ottawa. 556 72 | Dewey ‘ 269 
33 Muskogee 553 73 | Woodward 264 
34 | Nowata é 54Y 74 | Cimarron.-. 227 
35 | Okmulgee : 544 75 | Texas 223 
36 | Osage scdeuceahariiae eed i 533 76 | Kingfisher oa sk 222 
37 | Grady-_...-_--. ; 531 Seo T MRL. dacs datbanmadeuneded 214 
38 | McClain--. ‘ ‘ 530 


1 Based on 1950 census 


Mr. Raper. Mr. Winn, if I may, sir; I might add that the recipient 
rate is now about 452 or 453 per 1,000. 

Mr. Winn. Mr. Rader, on October 4, 1937, the then Chairman of the 
Social Security Board in an address before the National Association 
of Mutual Insurance Companies at Grand Rapids, Mich., said: 

Public assistance, on a basis of need will continue in the future to provide 
for those who find themselves without means of self-support in old age. And 
though the proportion of old people who will need this kind of assistance should 
be reduced as the insurance program gets into full swing, this program will 
remain a substantial charge upon the entire taxpaying popuiation for a long 
time to come, and these are some of the facts which must be taken into account 
in considering any proposal for Government subsidies to the old-age insurance 
program. 

Have you found, Mr. Rader, that the increasing number of people 
in your State receiving OASI benefit payments has resulted in any 
reduction in the total expenditures for old-age assistance ? 

Mr. Raper. Well, in answer to that question, I would say that the 
net effect of old-age and survivors insurance in Oklahoma has been 
quite small for the reason that there has been a constant increase in 
revenues available for old-age assistance. Of course, I do not have 
any figure. It certainly affects those who receive perhaps less than 
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$20 or $22. As to the number, I could not tell you. I do not have 
figures available. 

Mr. Winn. In that connection, what is the average cash payment 
to old-age-assistance recipients in Oklahoma ? 

Mr. Raper. $57.85. 

Mr. Winn. What are your maximum requirements recognized in 
your State for old-age assistance ? 

Mr. Raper. You mean budgetary requirements? 

Mr. Winn. Yes. 

Mr. Raper. One person living alone would be possible to draw 85 
percent of $96. 

Mr. Wriyy. Eighty-five percent of $96 is materially in excess of the 
average OASI payment in the State, is it not ? 

Mr. Raper. Yes. 

Mr. Winn. What you were telling us a few moments ago was that 
because of the higher average cash payment which can be made to 
old-age-assistance recipients, the OASI program has not taken many, 
if any ] people, off of its old-age-assistance rolls; is that correct ? 

Mr. Raper. That is true; yes, sir. 

Mr. Winn. Mr. Rader, at a hearing before the Ways and Means 
Committee of the House on January 24, 1935 (74th Cong., Ist sess.), 
having to do with H. R. 4120, Economic Security Act, Mr. Latimer, of 
the Railroad Retirement Board, testified as follows: 

* * * Under a situation where the problem of old-age dependency is less 
acute than it now is, and particularly in the initial stages of legislation of this 
type, a grant of pensions conditional upon “means” test may be satisfactory. 
If, however, the attempt were made to extend this type of system to substan- 
tially the whole of the aged population, as the permanent exclusive form of old- 
age security, great difficulties arise. First, the “means” test would not be a 
permanent deterrent to making applications for the pensions; claiming the bene- 
fits would tend to become the customary practice. This is clearly shown by the 
experience of other countries under noncontributory old-age pension systems. 

What can you tell us as to the accuracy of this statement in the light 
of old-age-assistance programs as you have participated in their op- 
eration, Mr. Rader 

Mr. Raper. Well, I think this is correct. In light of our experience 
in Oklahoma, the fact that there is a means test does not deter anyone 
from applying for assistance. 

Mr. Winn. In August 1945, the then Chairman of the Social Se- 
curity Board in an article entitled “The First Decade in Social Se- 
curity,” printed in the Social Security Bulletin, said: 

The more we learn about the conditions that cause need or are associated with 
need, the more impossible it becomes to draw the distinction between the worthy 
and unworthy poor. Probably assistance will always seem somewhat of a 
stigma to most people who receive it, because, in a money economy, there is a 
sense of personal failure and limitation in not having enough to live on. But 
as communities fully recognize the right to assistance on the part of persons who 
lack what is necessary for a minimum level of decent human existence, they will 
help to wipe out the conditions that make for hopelessness and lack of thrift 
and tend to perpetuate dependency. 

As an administrator of a social-welfare program in one of our 
States, dealing with the recipients of relief, do you agree with what 
that statement so dogmatically asserts, Mr. Rader? 

Mr. Raper. I do not believe it is ar for any community, State, 
or nation, to set up or operate under the established institutions or 
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departments in any manner that would wipe out all the conditions that 
make for hopelessness and lack of thrift, for any community, State, 
or nation. Ido think that the Nation, State, and community has a 
responsibility to do whatever is possible to assist in alleviating these 
conditions that make for such hopelessness, lack of thrift, and de- 
pendency. 

Mr. Winn. In December 1951 the then Commissioner of the Social 
Security Administration, at a luncheon meeting of the National Social 
Welfare Assembly, at the Hotel New Yorker in New York City, said: 

At one time, not so long ago, our concept of social welfare included almost 
exclusively relief and service to the underprivileged and the disadvantaged. 
Our concept was based upon the spirit of noblesse oblige. Our attention was 
focused upon the needs of the specific individual rather than upon the social 
institutions, the presence or absence of which affected the needs of individuals. 
Social welfare was thought of largely in terms of adjusting the individual to 
his environment, rather than in terms of bringing environmental forces into 
play to assist the individual. 

As an administrator of a State social program, will you discuss 
particularly the last sentence of that statement? In connection with 
the social-assistance program ? 

Mr. Raper. It has been my experience in connection with old-age 
assistance recipients, that the program is not helping the old-age 
recipient to take full advantage of his environment facilities, which 
are or should be available to him. I do not believe that enough help 
and assistance is being given old-age recipients to take advantage of 
the facilities that are available in the community. 

Mr. Winn. In the 1938 anual report of the Social Security Board, 
under the heading “Public Assistance,” we find the following state- 
ment: 

The Board is deeply concerned that the level of payments prevailing in some 
areas of the country is too low to achieve the purpose of either the Federal Act 
or the State legislation. 

Will you tell the subcommittee whether the average level of pay- 
ments standing alone reflects the average requirements of the 
recipient ? 

Mr. Raver. Since the inception of the program, Oklahoma has tried 
to build a program based on need, the need of the individual being met, 
insofar as possible. Regardless of Federal matching funds, Okla- 
homa is now paying 85 percent of the basic minimum requirements of 
the recipient. It was the thinking of the legislature, who provided by 
statute that when the Department’s available funds were insufficient 
to meet the full basic minimum requirements, the recipient be allowed 
to earn or receive the difference. 

Mr. Winn. But, Mr. Rader, the cash payments that are made by 
your department are residual payments, are they not? That is, 
they represent the difference between the applicant’s budget and the 
applicant’s income and resources; is that correct ? 

Mr. Raver. That is correct; yes, sir. 

Mr. Winn. Does your State have a lien law? 

Mr. Raper. No, sir. 

Mr. Winn. What is the maximum amount of resources stated, both 
as to capital and income, which is permitted in your State to be owned 
by recipients of old-age assistance? 
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Mr. Raper. A recipient of old-age assistance may have u home not 
in excess of $8,000 in value, cash value, or 40 acres in area. 

Chairman Curtis. Forty acres? 

Mr. Raver. Yes, sir. Plus other personal pr operty not to exceed 
$350 for an individual or $500 for a couple. All income is deducted 
from his requirements. 

Chairman Curtis. In other words, in speaking of “all income” being 
ducted, you mean that while he is allowed these capital assets, if he 
has any income after figuring his requirements, you subtract that first 
before you make your allowance to him ¢ 

Mr. Raver. That is right. 

Mr. Winn. Does your State have a relative-responsibility law, Mr. 
Rader ? 

Mr. Raver. No, sir; we do not. We did have a relative responsi- 
bility law. I believe I have the date here. 

Mr. Winn. I be a you had one until 1943, did you not, Mr. Rader? 

Mr. Raper. 1942 or 1943—I believe it was 1943, Mr. Winn. 

Mr. WINN. What was the experience under the relative-responsi- 
bility law? 

Mr. Raper. It was practically ignored, by reason of public opinion, 
I would say, and was repealed. 

Mr. Winn. As a result of that attitude of public opinion, it was 
repealed; is that true? 

Mr. Raper. That is true; yes, sir. 

Mr. Winn. What, if you know, is the recommendation of the Bureau 
of Public Assistance, as to lien laws and relative-responsibility laws and 
their implementation in connection with old-age assistance ¢ 

Mr. Raper. It is my understanding that the Bureau of Public As- 
sistance does not recommend either lien or relative-responsibility laws. 

Mr. Wrxy. Is it true, Mr. Rader, that the repeal of lien laws, and 
relative-responsibility laws, has the effect of liberalizing the definition 
of need ¢ 

Mr. Raper. I think so; yes, sir. 

Mr. Wry. Is it also true that as the need test is liberalized, the cash 
grants tend to become available to more persons over 65% 

Mr. Raper. That is true; yes, sir. 

Mr. Winn. And is it also true that as the cash grants tend to become 
universally received they would tend to be considered as rights vesting 
merely by virtue of having achieved the age of 65 and regardless of 
actual need ¢ 

Mr. Raper. In my opinion that would be true; yes, sir. 

Mr. Winn. Is it true that in 1936, at the time this act was passed, 
the existing depression made expedient the payment of cash grants to 
persons over 60 to relieve the pressure of the attempts of these aged 
persons to find employment in a depressed labor market ? 

Mr. Raper. Yes, sir. 

Mr. Wry. Is it also true that since the date of the passage of this 
act, our national economy has had severeal years of high production 
and a resultant labor shortage ? 

Mr. Raper. Yes, sir. 

Mr. Winn. Has your State department, in order to increase the 
national production, and to decrease the financial burden of old-age 
assistance, in a period of local labor shortage, refused to grant or 
continue cash grants to aged persons who have marketable skills? 
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Mr. Raper. No. 

Mr. Winn. However, you have attempted to persuade persons with 
marketable skills to find employment rather than remain on the old- 
age assistance program, have you not? 

“Mr. Raper. That is true. I think that the provision of the 33d ses- 
sion will have a net result—and I am finding that many people who 
are permitted to earn $10 are willing to go ahead and earn $40 or $50 
and report it and permit it to be deducted. I think it tends to give 
them an incentive to work, rather than the feeling that if they earn a 
dollar, that is going to be immediately taken from their check. 

Mr. Wiyn. In your opinion, Mr. Rader, is it true that an absence 
of an expectation that aged persons should contribute to the national 
production when their efforts will not adversely affect the employment 
of the normal labor force, is a manifestation of the theory that persons 
over 65 receive cash payments as a matter of vested right ? 

Mr. Raper. Yes, sir. 

Mr. Winn. How does your State handle the situation where a man is 
over 65 and his wife under 65, but the young wife is necessary to the 
care of the husband, and where need is admitted ? 

Mr. Rapar. The wife is included in the grant. 

Mr. Wixn. Then the aged man who has a wife and resources, can 
receive a grant under the family-unit approach, which he might not 
otherwise receive; is that correct ? 

Mr. Rapar. He would receive a larger amount, but not any additional 
grant. 

Mr. Winn. Now, the aged man who has a wife under 65 and no 
resources, receives no such benefit from the family-unit approach? 
Is that true? 

Mr. Raper. That is true; yes, sir. 

Mr. Wiyvy. Is what has been said about the family-unit approach 
also true where the person who is necessary to the well-being of the 
aged recipient is residing in the home with the aged recipient, but is 
not related to him? 

Mr. Raper. Yes; if the relative is giving assistance presumed to be 
inneed. Our plan requires first-degree relationship. 

Mr. Winn. You do not go beyond the first degree in this family-unit 
approach ? 

Mr. Raper. That is correct. 

Mr. Winn. Does your State continue old-age assistance grants to 
recipients who leave the State to establish residence elsewhere # 

Mr. Raper. No; if the recipient voluntarily leaves the State. 

Mr. Winn. By “voluntarily” you mean other than for medical rea- 
sons, which are advised by a physician; is that correct ? 

Mr. Raper. That is correct, sir. 

Mr. Winn. Does your State continue old-age assistance —— to 

recipients who leave the State temporarily on visits? On vacations? 

Mr. Raper. Up to 3 months. 

Mr. Wryy. If they do not come back within 3 months, they are taken 
off the rolls? 

Mr. Raper. Correct. 

Mr. Winn. Have you ever had in your State, though, a situation 
where the recipient has left the United States on a visit or vacation, 
and requested maintenance of the cash grants? 
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Mr. Raper. No. 

Mr. Winn. What is the practice in your State as to checking on 
information concerning eligibility which is furnished by the applicant 
for old-age assistance And in this connection I am noting particularly 
the sections of the handbook on public assistance administration whic h 
is put out by the Washington Bureau of Public Assistance. The sec- 
tions are 3230, 3251, 2232, and 2241. 

Mr. Raper. All information essential to establishing eligibility must 
be verified if it is of such a nature that verification is possible. Certain 
factors are substantiated rather than verified, by a combination of cir- 
cumstances. The Department reserves the right to contact any person 
or individual to verify or refute such factors of eligibility. 

Mr. Wrxyn. Mr. Rader, as you have observed in your State, what if 
any effect does earmarked taxation for old-age assistance have on the 
number of recipients of old-age assistance ¢ 

Mr. Raver. It is my opinion that in Oklahoma the earmarking of 
funds has resulted in increase in the number of recipients, because 
the sales tax which is earmarked for the department has brought in 
a larger amount than possibly would have been appropriated, and 
policies have, therefore, been liberalized to use this appropriation. 

Mr. Winn. What you are saying about this sales tax earmarking 
is applicable not only to old-age assistance, but also to the other cate- 
gorical provisions of the assistance plan? 

Mr. Raper. That is true. 

Mr. Winn. Are there any counties in your State in which the dol- 
lar amount of the average old-age assistance cash grant is equal to 
or larger than the per capita cash income in such county ? 

Mr. Raper. Yes; there are 23 counties out of 77 counties, where 
the old-age assistance grant is larger than the present per capita in- 
come of such county. 

Chairman Curtis. May I elaborate on that just a little bit? Do I 
understand that even after you apply the 85 percent of their needs, 
the actual cash that they get exceeds the per capita income of the peo- 
ple in the county in which they live? 

Mr. Raper. That is correct. 

Chairman Curtis. Now, would you say that is a temporary thing 
in those 23 counties, due to some unavoidable happening, such as a 
drought, or does it have somewhat of a general application over a 
period of several years? 

Mr. Kaper. Well, those counties fluctuate as to drought condi- 
tions. Of course, they affect it. 

Chairman Curtis. But in the absence of the drought it would still 
be true in some counties? 

Mr. Raper. In some few isolated counties; yes, sir. 

Mr. Winn. Let me ask you a question at the moment about this 85 
percent provision. 

As I understand you, your department has established the budg- 
etary need at a cert ain fisure, and the 85 percent which is applied to 
that budget figure is a variable, which is based on the amount of 
money which comes into your public-welfare department from the 
sales tax. Is that correct? 

Mr. Raver. That is correct. 

Mr. Wry. In other words, if the sales-tax receipts should in- 
crease, you would raise that 85 percent figure to 100 percent? 
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Mr. Raver. Yes, sir; we were paying 100 percent. 

Mr. Winn. If, as the result of some drop in the sales-tax receipts, 
less money came in to your bureau, you would reduce the percentage; 
is that correct? 

Mr. Raper. That is correct. We were paying 100 percent. 

Mr. Winn. That is a result of administrative action rather than 
statutory action; is that correct? 

Mr. Raper. Correct. 

Mr. Winn. And you in the department of public welfare make the 
adjustments up or down in order to fit the income which you have? 

Mr. Raper. Our statute provides that the department may do so, 
according to the funds available. 

Mr. Wryn. Now, can you tell me generally, as to the three bases 
for the payment of aid to dependent children in your State, which 
makes up the largest group of dependency ? 

Mr. Raper. You mean by that the number that are certified at one 
of the factors of eligibility? For the reason of incapacity of the 
parent, for example? 

Mr. Winn. That is right. 

Mr. Raper. About a third, incapacity of the parents; about a third 
absence from home; and the remaining third, death of the father 
or mother, and various other factors. 

Chairman Curtis. You are talking about aid to dependent children 
now, are you not ¢ 

Mr. Raper. Yes, sir; that is correct. 

Chairman Currtts. As I understand, there are three major causes 
of child dependency, for which the Federal Government matches 
money on that, and one is if the head of the household, which is 
usually the father, the breadwinner, dies, or if he becomes incapaci- 
tated so that he is no longer a producer; or if he is absent from the 
home? 

Mr. Raper. Yes, sir. 

Chairman Curtis. In your State the load is roughly a third for 

each category ? 

Mr. Raper. Yes; roughly a third. 

Chairman Curtis. Is that the current rate ? 

Mr. Raper. Approximately so; yes, sir. 

Mr. Winn. You have another cause for dependency, do you not, 
which is the lack of employment or lack of employment which brings 
in sufficient funds to either or both of the parents / 

Mr. Raper. Yes; that is true. 

Mr. Winn. That represents about a third, too, does it not, 
Mr. Rader? 

Mr. Raper. Of course, those factors are all overlapping. 

Mr. Winn. Yes. Now, as I understand it, about 17 percent of the 

cases of dependency in Oklahoma are caused by the death of the father 
as distinguished from the absence of the father; is that correct ? 

Mr. Raper. That is about the correct percentage. 

Mr. Winn. Since you have been the administrator of public welfare 
in Oklahoma, have there been any programs undertaken by the State 
welfare department looking toward the reduction in the amount of 
dependency of children in Oklahoma? 

Mr. Raver. Yes, sir. 
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Mr. Winn. Would you tell us briefly what those programs are ! 

Mr. Raper. The ADC roll has been reduced about 6,000 families 
and 17,000 children. The 1951 session of the Oklahoma Legislature 
passed enabling legislation for the return of the fathers on abandon- 
ment charges, and we have secured splendid cooperation of the county 
attorneys. We have been reducing the rolls by bringing fathers bac k, 
by them coming back and remarrying and taking over the responsi- 
bility, or at least contributing to the support of the children. 

Mr. Winn. What you are saying, in other words, is that one of 
your programs has been to decrease dependency as the result of the 
father being absent; is that correct ? 

Mr. Raper. That is correct. 

Mr. Winn. And in order to do that you have made use of the 
enforcement powers of the State to enforce the nonsupport laws; is 
that true, Mr. Rader ? 

Mr. Raper. That is right; and we have had very splendid coopera- 
tion from the various county attorneys. 

Chairman Curtis. May | interrupt at that point. I think that the 
record should show that we have present also the Honorable Ed 
Edmondson, a distinguished Representative from the State of Okla- 
homa. We are delighted that you are here to be present when these 
men from your State are giving this very helpful testimony. 

Representative EpmMonpson. Thank you. I appreciate it. 

Mr. Winn. Mr. Rader, you have brought with you a sheaf of some 
45 or 50 clippings from newspapers in the State of Oklahoma, cover- 
ing generally the past 4 months, which indicate the court activities 
against parents who have failed to support their dependent children. 
I do not think that it is necessary to introduce any of these into the 
record. However, I think the record should indicate that these clip- 
pings are here, Mr. Chairman. 

Chairman Curtis. Yes. In order for the records to show the sort 
of clippings to which we refer, I will identify this clipping. It is 
from the Cushing, (Okla.) Daily Citizen. The headline is “Father 
Draws Sentence for Ignoring Child.” 

There are quite a number here along that line. I would like to ask 
you this, Mr. Rader: 

The State has a moral obligation, and I am not referring to a vested 
right, to see to it that little children have their needs met. Your State 
as well as the other States contribute to that and do that. 

The State also has a responsibility to see that parents within their 
abilities and physical capacities provide for their children? 

Mr. Raper. That is correct. 

Chairman Curtis. And that, I think, is accepted everywhere, and 
is certainly a sound premise upon which our society rests. 

Mr. Winn. Now, Mr. Rader, I would like to have you express an 
opinion as to the effect of these jail sentences in nonsupport cases, as 
a deterrent in other possible cases. 

Mr. Raper. Oh, yes. Those isolated cases, of course, have a very 
salutary effect on the program. 

Mr. Winn. Does your State have a reciprocal statute, which per- 
mits the transfer of these cases back and forth with other States? 
Mr. Raper. Yes. 
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_ Mr. Winn. Has your State also undertaken some sort of program 
in connection with parents who are physically incapacitated and 
whose children are on the ADC rolls because of the physical inca- 
pacity of the parents, Mr. Rader? : 

Mr. Raper. Yes, sir. 

Mr. Winn. Will you tell us what that program has been ? 

Mr. Raper. Well, the net result in that program 4 

Mr. Winn. I do not mean the result, but what have you done in 
that connection ? 

Mr. Raper. Well, we are providing rehabilitation for the parents, 
operations, repairing hernias, hemorrhoids, any type of treatment that 
a reasonably prudent person would accept. 

Mr. Winn. In other words, the State welfare department has pro- 
vided medical attention, including surgical attention, for the purpose 
of remedying physical incapacities ? 

Mr. Raper. Not from department moneys. That is provided by 
the rehabilitation department. 

Mr. Winn. But the public welfare department has been active in 
obtaining that? 

Mr. Raper. Yes. We make it available to the recipient if possible. 

Mr. Winn. Suppose for a moment that you provide that service 
for some parent whose children are receiving aid to dependent chil- 
dren, and the parent decides that he wants to continue in that incapaci- 
tated state; what does your department do then, if anything? 

Mr. Raper. Well, if a board of competent physicians determines that 
a reasonably prudent man would accept the treatment, the family will 
be removed from the roll, if the treatment is not accepted. 

Mr. Winn. Do vou have another program involving aid to depend- 
ent children, which has to do with those parents who are unemploy d, 
or employed on salaries not sufficient to support their families, thus 
creating dependency on the part of the children ? 

Mr. Raver. Yes. We have adopted a potential earnings policy. 

Mr. Winn. And do you occasionally find jobs for these people? 

Mr. Raver. That is correct, sir. 

Mr. Winn. Do they always take those jobs? 

Mr. Raper. In most instances they do. 

Mr. Winn. Asa result of taking this job, the children are no longer 
dependent and go off the rolls, is that correct ? 

Mr. Raper. They might not be entirely dependent or they might be 
partially dependent. 

Mr. Winn. The load is reduced ? 

Mr. Raper. Yes. 

Chairman Curtis. May I say at that point that the family situation 
is improved, too, when children see their parents engaging in worth- 
while and honorable work, if they can. Is that not correct. 

Mr. Raver. I think that is correct, Mr. Chairman. 

Chairman Curtis. So this move to bring back absconding fathers 
and to assist parents in finding work to support their children instead 
of being a move against children is a move for children? 

Mr. Raper. It is a move for children. 

Chairman Curtis. It is a program for children? 

Mr. Raper. That is correct. 

Chairman Curtis. And it improves their total situation a grest 
deal. Is that not right? 
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Mr. Raper. Yes. 

Chairman Curtis. While it may save some dollars. 

Mr. Raver. That is the smallest item. 

Chairman Curtis. The important thing is that it saves some boys 
and girls and men and women ? 

Mr. Raper. That is right. 

Mr. Wrxn. You used the phrase “potential earnings,” Mr. Rader. 
Would you explain what you mean by that phrase in connection with 
the third of these programs? 

Mr. Raver. Well, for example, if the parent is offered a job that 
he is capable and qualified to do and refuses the employment, then 
it is charged against his grant, if he is available and is able to do the 
work. 

Mr. Winn. And the grant to the family is reduced by the amount 
of the wages of the job, which he refused to take? 

Mr. Raper. That is right. That is figured, as to the net. 

Mr. Winn. You testified a little earlier, I believe, that since No- 
vember 1951, there had been a net reduction of 6,000 families, includ- 
ing 17,000 children on the ADC program in Oklahoma. Do you 
attribute this net reduction to the three programs that have been 
undertaken ? 

Mr. Raper. Very largely; yes. 

Mr. Wrxn. Would you tell us what the October 1, 1953, caseload 
was in the ADC program in Oklahoma? 

Mr. Raper. 15,806 families, 12,243 caretakers; 39,931 children. 

Mr. Winn. Then the caseload has had a net reduction of approxi- 
mately 25 percent since November 1951, largely as the result of these 
programs; is that right ? 

Mr. Raver. In round figures, that is correct, sir. 

Mr. Winn. Turning for a moment to the old-age-assistance pro- 
gram, has there been within the past few years a change in the defini- 
tion of need in Oklahoma, Mr. Rader? 

Mr. Raper. Yes, sir; there has been a tightening up of the definition 
of need. 

Mr. Winn. And as a result of the tightening up of the definition, 
has there been a reduction in the caseload of the old-age-assistance 
program ? 

Mr. Raper. Yes, yes; there has been. It is the thinking of our com- 
mission, and the members of our legislature that the program should 
be geared to the most needy citizens, rather than to the greatest 
number. 

Mr. Wryw. And asa result of this change in the definition of need, 
approxim: ately how many net reductions in the caseload have occurred ¢ 

Mr. Raper. There has been a net reduction in the past 3 years of 
approximately 5 5,000. 

Mr. Wry. I also understand that the State was not always able 
to relate the change in need to the recipient rolls immediately and as 
a result there have been some recoveries of moneys over the past few 
years from recipients who stayed on the rolls when they were not 
entitled to stay on the rolls under the new-need definition. Could you 
tell us aproximately how much money has been recovered by your 
department in connection with th at program over the past few ‘years? 

Mr. Raper. Approximately $250,000. 
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Chairman Curtis. Mr. Rader, the remark I am making is based not 
only on your apearance here and the very helpful information you 
have given, but attention to this matter that I have given heretofore. 
Also I am taking notice of the fact that the problems of Oklahoma 
in reference to old-age assistance and probably ADC in years gone 
by has been brought before this committee and I want to say that you 
have done a very fine job. You are doing an excellent job of admin- 
istration in your State and I want to comemnd you for it. A while ago 
I noted the presence of Representative Edmondson. The Oklahoma 
delegation in Congress has been very helpful in the consideration of 
all these matters. The full Committee on Ways and Means heard the 
vase presented by Representative Steed. They acted upon it favorably, 
reported it to the House, and it was passed, an amendment to the 
social-security laws relating to these programs. I refer to the pro- 
vision that required the case workers, the welfare people, to report to 
law-enforcement officers cases that they were handling where the 
father absconded or had done something along that line, in order 
that this program might be carried out. I certainly commend you 
on the job that you have done. 

Are there any questions, Mr. Eberharter ? 

Mr. Esernarter. I have a few. 

Chairman Curtis. You may proceed. 

Mr. Esernarrer. Mr. Rader, I think the State of Oklahoma should 
feel very proud that this committee has called upon its representative 
to present some facts to the committee because the committee has not 
called many other States, so you have reason to feel proud of that fact. 
Also you have given us very enlightening testimony here this morning 
and I am sure all the members of the subcommittee will agree that you 
oe us as one who knows the law, both the Federal law and the 
Oklahoma law, and who administers both of them very correctly in 
every form. ! 

I notice that the statistics presented in one of the exhibits here, 
exhibit 36, which shows the estimated population of the vari- 
ous States over age 65 on July 1, 1953, does not show on that chart 
the population of the State. For instance, the population of the 
State of Oklahoma of those 65 and over is 211.627 as of July 1, 1953. 
To that I would add that the overall population on July 1, 1952, of 
Oklahoma is estimated at 2,265,000 persons. That indicates to me 
that there is a very high percentage of aged people in Oklahoma as 
compared with other States in the Union ? 

Mr. Raper. That is true; yes. 

Mr. Esernarrer. Is that by reason of the fact perhaps that Okla- 
homa largely became settled about half a century ago and for that 
reason many aged people are there who settled as young people / 

Mr. Raver. That is true, I am sure, yes. 

Mr. Exseruarter. Is another factor to be considered the fact that 
many of the younger people in Oklahoma have migrated to other 
States in recent years leaving a larger percentage of the older people 
there in Oklahoma ? 

Mr. Raper. They have gone to the industrial centers, yes, many of 
them. 

Mr. Esernarter. Migrated to other States, too? 


Mr. Raper. Yes. 
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Mr. Everuarrer. Of course we all know Oklahoma insofar as 
growth of population is concerned has not kept pace with most of the 
other States of the Union. 

Mr. Raper. Yes. 

Mr. Esrruarter. And Oklahoma being particularly close to Cali- 
fornia, many of the younger folks have migrated to California ? 

Mr. Raver. That is true; many have; yes. 

Mr. Esernarter. So while the Federal Government is appropri- 
ating quite a bit of money for old-age assistance to Oklahoma, those 
factors should be considered ? 

Mr. Raper. That is true; yes. 

Mr. Enernarrer. Insofar as the contributions by the Federal Gov- 
ernment are concerned, if we take into consideration the expense to 
the State itself I notice that on page 18 of the Social Security Bulletin 
of March 1953, volume XVI, No. 3, statistics there show that the 
State and local expenditures for assistance in the State of Oklahoma 
were 1.26 percent of their income payments, whereas for the States 
as a whole, the average was about one-half of 1 percent, which shows 
that Oklahoma spent on assistance three times as much as did the 
citizens of the other States of the United States on an average. 

Mr. Raver. That is correct. 

Mr. Esrruarrer. So the State of Oklahoma is certainly bearing 
its load; is that correct ? 

Mr. Raper. That is correct. The program has always been geared 
to giving the money to the most needy irrespective of the Federal 
matching funds. The legislature has made adequate provision all the 
way through for that program. 

Mr. Erneruarrer. In other words—I think these figures are right— 
Oklahoma spent 214 times as much as the average for the United 
States? 

Mr. Raper. Yes. 

Mr. Erreriarrer. So Oklahoma is certainly doing its share; is that 
correct, in your opinion? 

Mr. Raper. Yes. 

Mr. Erneruarrer. And the nearby State of Nebraska is spending 
0.47 percent of its income payments on public assistance. You are 
familiar with those facts I assume? 

Mr. Raper. Yes. I do not have the chart before me, sir, but I am 
familiar with them. 

Mr. Evernarter. I have some other facts as shown on this exhibit, 
page 18 of the social-security report, which show that in 1952 Okla- 
homa spent an average per inhabitant of $14.94 on public assistance. 

Mr. Raper. That is correct. 

Mr. Esernarter. The average for all the States was $8.16. Ne- 
braska spent $7.09. Of course, the per capita income is quite a factor 
insofar as the public-asistance rolls are concerned; is that not true? 

Mr. Raper. Yes. 

Mr. Esernarrer. Oklahoma ranks 39th of the per capita income 
of the States of the Union. 

Mr. Raver. I believe that is correct; yes. 

Mr. Evernarrter. In 1949 that is. 

Mr. Raper. Yes. 

Mr. Evrruartrer. And it was 10th in the highest number of families 
living in the State with incomes less than $1,000 per year? 
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Mr. Raper. That is correct. 

Mr. Evernarrer. I just wanted to bring out the fact that the State 
of Oklahoma is to be congratulated upon its effort in taking care of 
the old people over 65. 

Mr. Raper. Thank you, sir. 

Chairman Curtis. I want to thank the gentleman from Pennsyl- 
vania for bringing out those facts. Oklahoma has been a State that 
has been in the lower group in per capita income; has it not ? 

Mr. Raper. Yes. 

Chairman Curtis. And also it is in the lower group in those who 
receive OASI benefits? 

Mr. Raper. That is true. 

Chairman Curris. And in spite of that, because of their willing- 
ness to pay taxes to meet this need, they have proceeded to do so; 
have they not? 

Mr. Raper. That is correct, Mr. Chairman. 

Chairman Curtis. Mr. Goodwin ? 

Mr. Goopwin. No questions. 

Chairman Curtis. Mr. Baker? 

Mr. Baker. Mr. Rader, does Oklahoma have a lien or recovery 
statute ? 

Mr. Raper. No, sir. 

Mr. Baker. Never has had? 

Mr. Raper. No, sir; never had. It did have a family responsibility 
law that was repealed in 1943. 

Mr. Baxer. Relative responsibility ? 

Mr. Raper. Yes. 

Mr. Baker. How long was that on the statute books? 

Mr. Raper. I think about 4 or maybe 5 years. 

Mr. Baxer. Long enough to get some idea of it then? 

Mr. Raver. It was repealed because it was just practically nil in 
public opinion. 

Mr. Baxer. In other words, you do not think the relative responsi- 
bility statute on the statute books of Oklahoma had any material 
effect moneywise, we might say, on this program ¢ 

Mr. Raper. No, sir, as an expenditure of State funds it would not; 
no, sir. 

Mr. Baker. That is what I was talking about. Of course, you take 
relative responsibility into account regardless of the statute to deter- 
mine need, do you not ¢ 

Mr. Raver. Yes. We do have, of course, many who are contributing 
supply items and contributing actual money. In all instances we 
contact the relative and give them an opportunity. 

Mr. Baxer. To determine the need of that particular aged person ? 

Mr. Raper. That is right; yes. 

Mr. Baxer. Was this relative responsibility statute passed since 
the inception of OAA? 

Mr. Raper. Yes. 

Mr. Baker. Then I assume, since there is neither a lien statute nor 
a recovery statute in Oklahoma, there is never any attempt to recover 
any payments unless you should discover a fraud case; am I right in 
that ? 

Mr. Raper. That is true, yes; a fraud case or an overpayment. 
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Mr. Baxer. In some instances I suppose you have recovered 
fraud cases ? 

Mr. Raper. Yes. 

Mr. Baxer. But you do not need any lien-recovery statute to do 
that, do you? 

Mr. Raper. No. 

Mr. Baker. That is all. 

Chairman Curtis. Are there any further questions ! 

Mr. Miuus. Mr. Chairman, there was just one question I had 
mind. 

Mr. Rader, in answer to a question by counsel, as I understood you 
earlier, you said that the Federal Security Administration did not 
recommend a lien-recovery or relative- responsibility statute ¢ 

Mr. Raper. As I recall, Mr. Mills, I said it was my understanding 
that they did not recommend it. 

Mr. Muius. It is your understanding that they recommended against 
such statutes ¢ 

Mr. Raper. No, sir. 

Mr. Mutts. In other words, it is your understanding they have no 
recommendation one way 0 allie other with respect to such statutes ¢ 

Mr. Raper. They have m: - no recommendation to me, sir. 

Mr. Minis. That was my understanding. I wanted to be clear about 
that. 

Mr. Raper. Yes. 

Chairman Curtis. Any further questions? 

Mr. Enernarrer. Just 1 or 2. 

On the whole, would you say that the Federal-State program has 
worked fairly satisfactory insofar as Oklahoma is concerned 

Mr. Raver. I would, sir; yes. 

Mr. Exseruartrer. You would say that. And meets your needs 
reasonably well ? 

Mr. Raper. Yes. 

Mr. Esernarter. Thank you very much. 

Mr. Baxer. I have one other question. 

Mr. Rader, you stated that in order to put this program into effect 
there was a referendum in the State of Oklahoma as to whether the 
State would accept it or not ? 

Mr. Raver. That is true; yes. 

Mr. Baxer. Was there a referendum on the sales tax ? 

Mr. Raper. Imposed the same time. 

Mr. Baxer. That is, if the program was accepted then they also 
voted separate and apart as to whether you would have a sales tax? 

Mr. Raper. That is right. 

Mr. Baxer. Was it necessary under your constitution to have a 
referendum on those two? 

Mr. Raper. It was referred by the legislature. 

Mr. Baker. Regardless of the constitution ? 

Mr. Raver. Yes. 

Mr. Baxer. Funds from the sales tax were for the State’s portion 
of social security ¢ 

Mr. Raper. Yes. 

Mr. Baxer. That is, the entire proceeds of the sales tax go for this 
purpose ¢ 
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Mr. Raper. Yes. 

Mr. Baxer. That is all. 

Mr. Raver. The legislature allocates the money, that is, the per- 
centage to the various categories. 

Mr. Baxer. Then the sales tax covers more than just this program ¢ 

Mr. Raper. No, sir. 

Mr. Baker. It is just for this program ¢ 

Mr. Rapar. The rock tad allocates the money. The Department 
does not allocate the percentage to the various categories of assistance. 
The entire proceeds of the revenue is allocated to the State assistance 
fund. 

Mr. Baker. That is very interesting to me. Do you know offhand 
whether any other States have that plan or not? It may have been 
developed here, but I have not heard it? 

Mr. Raper. I do not know offhand, Mr. Baker. 

Mr. Baxer. That is all. 

Chairman Curtis. Might it be stated this way, Mr. Rader: That 
your sales-tax receipts are used on those programs to match Federal 
programs ¢ 

Mr. Raper. Yes. 

Chairman Curtis. And any general relief that you run on your 
own is paid out of general funds of the State of Oklahoma ? 

Mr. Rapar. Yes. It is appropriated by the legislature out of the 
general revenue fund. 

Chairman Curtis. The sales-tax receipts are earmarked to fit in 
with the Federal program ? 

Mr. Raper. That is correct; yes. Mr. Stipe, do you recall, was that 
a million-dollar appropriation the legislature made this time for 
general assistance in Oklahoma ? 

Mr. Srirz. Yes. 

Chairman Curtis. In cases where you gave a grant for aid to de- 
pendent children on the basis of unemployed parents, those would be 
paid entirely out of the general funds of the State of Oklahoma? 

Mr. Stive. No. 

Chairman Curtis. Oh, that.is part of the ADC? 

Mr. Strive. Yes. 

Chairman Curtis. Again, Mr. Rader I want to compliment you on 
a very fine job. I want to thank you for your appearance here. You 
have been most helpful. Senator Fronterhouse, we are delighted to 
have you here to discuss this with you, and, Representative Stipe, we 
are delighted you are here and want to thank you for coming. 

Mr. Raver. Mr. Chairman, if I may make such request, I did not 
know that these gentlemen were coming out here this morning. They 
may have some comments they care to make. 

Chairman Curtis. Is there any comment you wish to make, Senator 
Fronterhouse ? 

Mr. Fronternovuse. Mr. Chairman and gentlemen of the committee, 
I would only desire to express our appreciation at the way we have 
been received here. Occasionally committee hearings, at least in 
Oklahoma, get into parti: al facts, and name calling, and so forth and 
the Oklahoma State Senate has complete confidence, as well as the 
chief executive, in the ability and the management of the welfare 
program under Mr. Rader’s direction. 
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Chairman Curtis. Thank you very much. Representative Stipe ? 

Mr. Sripr. I do want you gentlemen to know that certainly we 
appreciate the courtesies that you have shown us here and we would 
like to compliment you on the way in which the committee is con- 
ducting these hearings. Certainly it is a hard-working committee and 
I am sure you will come up with a lot of very useful information for 
the Congress. I want to express that we in the legislature in Okla- 
homa do have a great deal of confidence in Mr. Rader and are proud 
of the program that he is trying to accomplish for us. We are glad 
that you wanted to hear about it and we th: ank you for the opportunity 
totell you. Wedoappreciate your courtesy. 

Chairman Curtis. Mr. Edmondson, do you wish to say anything? 

Mr. Epmonpson. Thank you, Mr. Curtis. TI would merely like to 
echo the sentiments expressed by Sen: tot "Fronte rhouse and Repre- 
sentative Stipe as to the appreciation of the State for a very courteous 
reception afforded its representatives by this committee. I, personally, 
had the opportunity to work with Mr. Rader on numerous occasions 
while a prosecuting attorney in Oklahoma and he was extremely co- 
operative and helpful in all cases where we had to seek his cooperation 
and help in trying to prosecute the delinquent fathers and parents 
who were not taking care of their responsibilities to their children. 
I think he deserves a great deal of credit for the steps that have been 
taken in the State along that line. Believe me, there has been a great 
deal accomplished in the past few years. There may be things that 
look unsatisfactory at this time to the committee on a cursory exam- 
ination, but I can assure you that a few years ago the situation was 
much more of a problem than it is at the present time in Oklahoma and 
T think it will continue to improve so long as the legislature and the 
Administrator there work together as they have in the past. 

Chairman Curtis. Thank you very much. 

The committee will stand adjourned until 1: 30 p. m. this afternoon. 

(Thereupon, the hearing adjourned at 11:25 a. m., Thursday, No- 
vember 19, 1953, to reconvene at 1:30 p. m. the same day.) 


AFTER RECESS 


Chairman Curtts. The committee will come to order. We welcome 
our witnesses back and once more we appreciate your help. 


STATEMENT OF ROBERT M. BALL, ACTING DIRECTOR, BUREAU OF 
OLD-AGE AND SURVIVORS INSURANCE, ACCOMPANIED BY EWELL 
T. BARTLETT, ASSISTANT DIRECTOR, IN CHARGE OF DIVISION 
OF CLAIMS CONTROL, AND HAROLD P. PACKER, ASSISTANT GEN- 
ERAL COUNSEL, DEPARTMENT OF HEALTH, EDUCATION, AND 
WELFARE—Resumed 


Chairman Curtis. Mr. Baker has an inquiry that we will go into 
at this time. 

Mr. Baxer. Mr. Ball, yesterday T asked questions concerning the 
extent to which the agency had explored extending coverage to. per- 
sons permanently and totally disabled, and you agreed to supply for 
the record estimates or figures as to the cost of such coverage. Do you 
have those figures now ? 
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Mr. Bau. I really had not gotten that altogether, but my memory 
now, Mr. Baker, is that the figure for the cash benefits for permanently 
totally disabled persons on a long-term basis is about one-half of 1 
percent. That is for a program similar to the one that passed the 
House in 1950. 

Mr. Baxer. That would mean one-fourth of 1 percent for the em- 
ployer and one-fourth of 1 percent for the employee ? 

Mr. Bauu. Yes, Mr. Baker. 

Mr. Baxer. That would cover all those covered workers perma- 
nently and totally disabled within the meaning of such definition as 
might be applied by Congress, regardless of age; is that right? 

Mr. Bau. Yes, Mr. Baker; that is the full program. 

Mr. Baxerr. And in order to have the waiver of continuing pay- 
ments after a covered worker became permanently and totally disabled, 
you estimated that would be five one-hundredths of 1 percent of tax- 
able payroll? 

Mr. Batu. Yes, Mr. Baker. 

Mr. Baker. That is all on that. I have one other question, that is 
under coverage, and, if it is satisfactory with the chairman, I will 
ask it now, rather than later. I do not think that it will be out of order. 

Chairman Curris. You may proceed. 

Mr. Baxer. I have a letter here, Mr. Ball, from an official of the city 
of Knoxville, Tenn. I would like to read a portion of it to you. 

For your information there are approximately 400 employees of the city of 
Knoxville who have no protection through the local pension plan or the Social 
Security Act. The reason for this is that we were barred from the municipal 
plan through a technicality ; namely, we were past age limit, 35, when entering 
the service. 

I would like you to comment on that, and I assume that age 35 means 
the State of Tennessee definition. Would you comment on that and 
say how those 400 employees could be covered ? 

Mr. Batu. Yes, Mr. Baker. I would be glad to comment on that. 

This is a situation where it goes to the terms of the Federal law that 
says that people who are in positions covered by the retirement system 
on the date that the agreement is entered into cannot be brought in; 
and these particular employ ees are in positions that are covered by the 
retirement system. That is, if someone other than the individuals of 
which we are speaking had held those positions they would be under 
the retirement system. 

Mr. Baker. Yes. That is, if they were under 35. 

Mr. Bauu. Yes. But they are barred from coming into that retire- 
ment system and are barred from coming in under OASI because they 
are in a position that is covered. They are barred from their own 
system because of the age requirement and they are caught in the 
middle, as it were. 

Mr. Baker. Would there be some way to amend the Federal statute 
to take care of a case of this kind? 

Mr. Bau. There is a possibility even under the present statute, and 
I would be glad to correspond with them, Mr. Baker, if you would 
direct them to me. If the State or locality were to take those particu- 
lar positions out from under the retirement system, then they would 
meet the terms of the Federal law. 

Mr. Baxer. Take them out of the local pension plan? 
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Mr. Batu. Yes. These people are not covered, anyhow, and, if they 
took those positions out from under their local plan then they would 
be eligible for the present protection, even under present law. 

Mr. Baxrr. Fine. I will discuss that with you later. Thank you 
very much. 

Chairman Curtis. Mr. Counsel, you may proceed. 

Mr. Winn. Mr. Ball, we have been discussing types of employment 
and self-employment excluded from OASI coverage. 

It is true, is it not, that when an individual shuttles back and forth 
between covered and noncovered employment, he will not be building 
up OASIT benefits while working in noncovered employment ? 

Mr. Bau. Yes; that is right, Mr. Winn. An individual is not build- 
ing up any OASIT benefit rights while working in noncovered employ- 
ment, and, moreover, generally speaking, if his time in the noncovered 
employment is more than one-half of the time which has elapsed since 
age 21, or 1950, whichever is later, he may lose his rights to benefits 
altogether. 

Mr. Winn. Now, for the purposes of the benefit formula, what is 
the method by which the average wage is computed ? 

Mr. Batu. Well, in the general case, the average monthly wage is 
now computed by averaging the individual’s earnings after December 
31, 1950, and before the time the individual died or filed his applica 
tion for benefits, whichever first occurred. 

The average in some circumstances, however, may be computed from 
the time of the original coverage; that is, after December 31, 1936, or 
in certain other circumstances, it may be computed after the attain- 
ment of age 22. 

In addition, if it gives a better result, the earnings may be averaged 
instead of up to the time of death or the filing of an application, up 
to the time that the individual would first be eligible. If that gives a 
better result that can be done. 

In general, the principle is that the average monthly wage, over 
time in the long run, would be the individual’s average earnings in 
covered employment over his working lifetime. 

Mr. Wrnwn. I gather from what you said in the first part of your 

answer that the ‘comput ation of average wage is made on the basis 
which would be most favorable to the recipient of the benefits; is that 
correct ? 

Mr. Bax. With certain exceptions, that is generally correct; yes. 
I mean, everybody does not have the opportunity to compute it in 
various ways. There are certain eligibility requirements for certain 
of the computations. 

Mr. Winn. But, within the framework of the eligibility require- 
ments, the time factors that are used are the permissible factors which 
are most favorable to the recipients of the benefits ? 

Mr. Batt. Yes. 

Mr. Wry. It is a fact, is it not, that as to an individual who has 
worked for part of his career in noncovered employments, the divisor 
for the purpose of determining the average in terms of months, in 
the elapsed period of time, would include periods he worked in non- 
covered employment for the purpose of computing the average wage 
on which the benefit amount is based. That is correct; is it not? 


Mr. Batu. Yes; Mr. Winn. 
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Mr. W1nN. But the dividend as a result of the action of the divisor, 
as represented by dollars of OASI covered earnings, would include 
zero dollars as to the period of work in noncovered employment; is 
that correct ¢ 

Mr. Batu. That is correct. 

Mr. Winn. So that gaps that occur in services of an individual in 
covered employment have the effect of reducing the average monthly 
wage upon which the benefit amount is computed? Is that correct / 

Mr. Batu. Yes; that is right. 

Mr. Winn. Do these gaps in turn result in lower monthly benefits 
for the person who has experienced such gaps 

Mr. Baw. Yes, Mr. Winn. 

Mr. Wrxn. And if the gaps are not there, then of course the bene- 
fits are higher? 

Mr. Bau. Yes. 

Mr. W1nn. Do these gaps, in turn, result in lower monthly OASI 
benefits for the person who has experienced such gaps ? 

Mr. Batu. Yes, they do. 

Mr. Winn. The gaps in the OASI coverage experience of an in- 
dividual may occur as the result of periods of unemployment, periods 
of working in noncovered employment, or periods of physical dis- 
ability; is that correct? 

Mr. Bau. Yes: for any reason that the individual is not covered 
under the program. 

Mr. W1nNN. It is not only if he is in noncovered employment? If 
he is not working at all, a gap occurs ¢ 

Mr. Batu. Yes. 

Mr. Winn. Now, the May 1953 issue of the Quarterly Summary of 
Wage Emplopment and Benefit Data, issued by the Bureau of Old Age 
and Survivor's Insurance, indicates in table 5, I believe, that in 19: 51, 
excluding newly covered self-employed persons, there were 54,600, 000 
workers who earned OASI wage credits, and of this number only 66.8 
percent were 4-quarter workers ; that is workers in all 4 quarters. 

This would indicate, would it not, that approximately one-third of 
the workers who secured OASI wage credits in 1951 actually worked 
in OAST covered employment only in three or fewer quarters during 
that year? 

Mr. Baz. Yes, Mr. Winn; that is correct. 

Mr. Winn. Now, the same table indicates that approximately 28 
percent of the male workers and 44 percent of the female workers 
had less than 4 quarters of OASI-covered experience during 1951. 
Would you say that these statistics are typical of the employment 
experience as to OASI coverage of the working population ¢ 

Mr. Batu. Yes, Mr. Winn; they are typical. The committee might 
be interested in some of the reasons why there are such apparently 
large numbers of people who have wages under OASI and yet have 
less than four quarters in a given year. It is not solely a matter of 
working in uncovered employment, as aaa brought out earlier, Mr. 
Winn. The other major reasons, perhaps, are people who are just 
starting out to work for the first time in that year; then the people 
who are stopping work during that year; many of the deaths, those 
that do not occur in the last quarter ; retirements, people who have be- 
come disabled, and women leaving the labor market for marriage or one 
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reason or another. The fact that people are not in employment in all 
quarters, I think, sometimes is taken to mean people working in non- 
covered employment and sometimes as evidence of part-time work 
solely, but it is also the people starting out, and terminations, as well. 

Mr. Winn. Well, you do not want the subcommittee to infer that 
both shuttling in and out of noncovered and covered employment, or 
people not working at all and looking for work are not responsible 
for a large part of this gap percentage ? 

Mr. Baty. No; I wouldn’t want to leave any such implication. That 
is a very important factor. 

Mr. Wrnn. There are quite a number of these people who are 
shuttling back and forth or involuntarily unemployed for periods of 
time; are there not? 

Mr. Batu. Yes. You might be interested to know that the group 
who have four quarters in a year are responsible for a very large 
part of the wages in covered employment, as you might expect. 

If you take all the workers together, the 4-quarter workers of both 
sexes, they are responsible for about 90 percent of the total covered 
wages in a year. If you take the male 4-quarter workers involved, 
they are responsible for about 95 percent of the total covered wages 
paid to all males. 

Mr. Winn. Of course, part of that would be as a result of a rela- 
tively small amount of employment during the year. If the employee 
only worked for 1 quarter he would only have 25 percent of a normal 
wage, anyhow, so that your percentage factor is necessarily weighted 
by definition; is it not? 

Mr. Bau. One would expect so, I believe. I thought you might be 
interested in the size of it. 

Mr. Winn. As to the one-third of male and female workers who had 
less than 4 quarters of coverage in 1951, do you know approximately 
the average number of quarters of coverage which were secured by 
such workers during the year? 

Mr. Batu. Yes. The average at that time, and typically, is two. 

Mr. Winn. Two quarters? 

Mr. Batu. Two quarters. 

Mr. Winn. Mr. Chairman, at this time I would like to offer in evi- 
dence as exhibit 76, a table entitled “Hypothetical Illustrations of 
Effects of Coverage Gaps on OASI Benefit Amounts,” and on the rela- 
tionship of benefit amounts to FICA tax payments. 

I may say that this table was prepared completely by the staff. It 
is based on various hypotheses, that are apparent on the table, and the 
application to those situations of the terms of the statute. 

Chairman Curtis. Without objection the table will be so received, 
marked “Exhibit 76.” 
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EXHIBIT 76 


Table 47.—Hypothetical illuptrations of effects of coverage gaps on OANST benefit 
amounts and on the relationship of benefit amounts to FICA tar payments, on 
assumption of an elapsed period of 10 years within which employment occurs * 


A. INDIVIDUAL EARNING $300 MONTHLY IN MONTHS WORKED 


Employed Employed Employed 
continu- 34 of be of 
ously months ? months 
Monthly primary benefit amount $85 $73. 80 $62. 50 
Combined employer-employce FICA taxes, 1951-60 $1, 368 $1, 026. 00 $684. 00 
Monthly benefit amount in terms of cents per tax dollar 6.2 7.2 9.1 


B. INDIVIDUAL EARNING $200 MONTHLY IN MONTHS WORKED 


Monthly primary benefit amount $70 $62. 50 $55. 00 
Combined employer-employee FIC A taxes, 1951-60 $912 $684. 00 $456. 00 
Monthly benefit amount in terms of cents per tax dollar-- ee 9.1 12.1 


C, INDIVIDUAL EARNING $100 MONTHLY IN MONTHS WORKED 


Monthly primary benefit amount $55 $41. 30 $27. 50 
Combined employer-employee FICA taxes, 1951-60 3 $456 $342. OF $228. 00 
Monthly benefit amount in terms of cents per tax dollar_...__| 12.1 12.1 12.1 
| 
1 Tilustrations further assume that individuals were age 55 on Jan. 1, 1951, and that they would be 
awarded benefits upon application immediately upon reaching age 65 


2 On assumption that periods of employment and unemployment are spread evenly through each cal- 
endar year; that employment exists through the last 6 months of 1960; and that the mouths of employment 
occur so as to give sufficient quarters of coverage to establish eligibility for benefits, 

3’ Computed on basis of combined employer-employee FIC A rates as follows: 3 percent in 1951-53; 4 per- 
cent in 1954-59; and 5 percent in 1960. 


Mr. Winn. Mr. Ball, you have exhibit 76 before you ? 

Mr. Batu. Yes, Mr. Winn. 

Mr. Winn. You will note that the illustrations assume that the 
hypothetical individuals were aged 55 on January 1, 1951, and that 
these individuals would be awarded benefits upon application there- 
for, immediately upon reaching age 65. 

With reference to the section entitled “A,” individual earning 
$300 monthly in months worked, please state what his monthly bene- 
fit would be if he were continuously employed ? 

Mr. Bau. $85, Mr. Winn. 

Mr. Winn. And what would be his monthly primary benefit a 
month, if he had been employed at the rate of $ $300 monthly in OASI 
covered employments for three-quarters of the months during the 
10-year period ¢ 

Mr. Batu. Mr. Winn, that figure should be rounded up. There is 
a minor provision in the law that rounds up the amounts to even mul- 
tiples of 10 cents. So that should be $73.80. 

Mr. Winn. We will change that item to $73.80. That would be 
his benefit had he worked in covered employment at $300 a month 
for three-quarters of the months. 

Mr. Batu. Yes, Mr. Winn. 

Mr. Winn. Now, on the assumption that he had worked for only 
one-half of the months during this period, what would be his monthly 
OAST benefit ? 

Mr. Bay. $62.50 
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Mr. Winn. That would not necessarily have to be consecutive 
months, would it, Mr. Ball? 

Mr. Batu. No. 

Mr. Winn. He could work 5 years and then stop for 5 years? 

Mr. Batt. You mean to get this result? 

Mr. Winn. Yes. 

Mr. Batu. Yes. 

Mr. Winn. He could work a quarter and stop a quarter, and work 
a quarter and stop a quarter? 

Mr. Batu. Yes. 

Mr. Winn. Now, from this exhibit, then, it is obvious that gaps in 
OASI employment for the $300 wage-level individual would result 
in the monthly benefit amount being reduced from $85 monthly to 
$73.80 monthly if the gaps amounted to one-fourth of the period in 
question, and to $62.50 monthly if the individual were employed only 
half of the time, is that correct ? 

Mr. Batu. Yes, Mr. Winn. 

Mr. Winn. Now, as to the hypothetical example of any individual 
who earns $200 months in which he works, what would be his monthly 
primary benefit in this illustration, if he were employed continuously ¢ 

Mr. Baty. $70. 

Mr. Winn. Now, to what figure would this monthly amount be 
reduced if he had had OASI employment in only three-fourths of 
the months? 

Mr. Ban. $62.50. 

Mr. Winn. And to what monthly benefit amount would it be reduced 
if he had had OASI employment for only half of the time? 

Mr. Baty. $55. 

Mr. Winn. Now, as to an individual who earns $100 a month, in 
the months worked, please state what the monthly primary benefit 
would be as shown in the exhibit under the three assumptions of con- 
tinuous employment, employment for three-fourths of the time, and 
employment for half the time. 

Mr. Baty. $55; $41.30; and $27.50. 

Mr. Winn. Now, you will note that exhibit 76 indicates the total 
amounts of combined employer-employee FICA taxes that would be 
paid for the 10-year period of 1951 through 1960, under the different 
circumstances that are outlined. As to the individual working at the 
$500 monthly wage level, what are the amounts shown as being the 
total taxes that would be paid over the 10-year period under existing 
law, under the three circumstances, of continuous employment, em- 
ployment three-fourths of the time, and employment for half the time? 

Mr. Baty. $1,368; $1,026; and $684, Mr. Winn. 

Mr. Winn. Now, where the $300 per month individual works con- 
tinuously, what is shown to be the $85 monthly benefit amount when 
reduced to terms of number of cents per dollar of taxes ? 

Mr. Bau. 6.2 cents, in this particular illustration. Is that concept 
clear to all the members of the committee ? 

Mr. Winn. I think you might explain it. 

Mr. Bauw. I take it that the staff has divided the monthly benefits 
by the total taxes paid to arrive at a figure to represent, in terms of 
cents per month, the amount of benefit for every dollar of tax. Isthata 

‘orrect statement, Mr. Winn? 


ee 
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Mr. Wryy. In other words, then, the single monthly benefit of $85 
would be the equivalent of 6.2 cents for each dollar collectible during 
the 10-year period in connection with the individual employed here ? 

Mr. Bau. Yes. 

Mr. Winn. In the case of the $300 wage level individual who works 
only three-fourths of the time in OASI covered employment and who 
under existing law would be entitled to a monthly primary benefit of 
$73.80, how much of the monthly benefits would be payable for each 
taxable dollar collectible over the 10-year period ? 

Mr. Bax. 7.2 cents. 

Mr. Winn. And in the case of the $300 wage level person who 
worked only half the time in OASI covered employment, how much of 
the $62.50 monthly amount would be payabie each month for each tax 
dollar collectible over the 10-year period ¢ 

Mr. Bat. 9.1 cents. 

Mr. Winn. In other words, Mr. Ball, this illustration of the indi- 
vidual who earns $300 monthly in OASI covered wages, when he 
works over the 10-year period, the amount ultimately payable in 
benefits per month would be equal to 6.2 cents for each tax dollar, if 
he works continuously; 7.2 cents if he works three-quarters of the 
time; and 9.1 cents for each tax dollar if he worked only half the 
time; is that correct ? 

Mr. Batu. Yes; that is correct. 

Mr. Winn. What are shown to be the relationships in these illustra- 
_ of the monthy benefit amounts for each dollar collectible in the 

‘ase of the $200 monthly wage level persons, under the 3 assumptions, 
of continuous employment, employ ment three-fourths of the time, and 
employment half the time. 

Mr. Batu. 7.7 cents, 9.1 cents; and 12.1 cents. 

Mr. Winn. What are shown to be the comparable relationships as 
to $100 monthly wage level individuals? 

Mr. Bau. That is 12.1 cents, right across. 

Mr. Winn. What are the factors in the OASI benefit formula that 
account for a higher ‘atio of benefit outgo to taxes in the case of the 
receipient who has had gaps in his OASI coverage experience, as 
compared with the person who has had continuous OASI employ- 
ment, assuming, of course, an eventual average wage above the $100 
monthly level ? 

Mr. Bau. Well, it is because the gaps in the earnings record result 
in a lower average monthly rate; you have a weighted benefit formula 
which gives higher benefits to the lower portion of the average monthly 
wage. You see, the benefit formula is 55 percent of the first $100 and 15 
percent of the next $200. So the lower the average wage is, the larger 
the benefit return in relation to dollars paid in, since the tax rate is 
constant at all levels. It is now 114 percent on employer and employee. 
That 114 percent is applied all the way up to the top of the $300 
monthly wage, but the benefit is weighted in favor of the individual 
with the lower average wage. 

Mr. Winn. May it be concluded as a general rule, then, that inter- 
ruptions occurring in the employment of an individual in services 
covered by the O ASI program for whatever reasons that may cause 
them have the dual effect of reducing the dollar amounts of eabdhle 
OASI payments subsequently payable, and at the same time of mak- 
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ing the reduced monthly payments more costly in their relationship 
to collectible taxes ¢ 

Mr. Baty. That is more costly to the system ? 

Mr. Winn. That is right. 

Mr. Batu. Yes; that is true. Asa matter of fact, that 1s a major 
reason why extension of coverage under the old-age and survivors in- 
surance program always results in a somewhat lower cost to the system 
when measured as a percentage of payroll. That sometimes seems un- 
usual to people, but if you were to extend this system universally, the 
long-range cost of the program, measured as a percentage of payrolls, 
would be about four-tenths of 1 percent less than it is at present. 
That is really, as the questioning has brought out, a result of the fact 
that the weighted benefit formula, which was really designed to give 
the lower-paid wage earners something of a break in relation to their 
contribution, also gives a break to the in-and-outer. 

Chairman Curtis. This questioning that has gone on has really 
illustrated something of which we were all aware and have been 
through the years: That in-and-out ee materially affects 
the average wage and thus materially affects the benefits to be paid, 
and that is an irrevocable reduction te the individual, because if it 
happens in the past for any cause, it will hurt his average wage and 
thus his benefits. 

There are two factors involved. One is that as long as the benefit 
formula operates as it does and you have some occupation not covered, 
you can have that problem—and you will still have it if you have all 
the occupations covered, and if for any reason the individual is not 
workil ng. 

Mr. Batu. Yes, sir; there would still be that reduction, Mr. Curtis. 

Chairman Curtis. Because, as it appears to me, an individual might 
have been in a covered occupation, making, say, $300 a month a 
good deal of the time since 1936, but might have had a few interrup- 
tions in a few quarters. His neighbor might have had no employment, 
might have loafed from 1936 to 1950 and, if he was of the proper age 
and had $300 in covered employment for three quarters in each of 2 
years and was old enough to retire, he might draw maximum benefit 
while the other man would not draw the maximum benefit; is that 
right ? 

Mr. Bax. Yes; your general point is correct, Mr. Chairman. I 
might point out that one of the provisions of the President’s recom- 
mendations in the administration bill that Mr. Reed introduced at the 
request of the President, would make it possible for an individual to 
drop out of his benefit computation for the 3 years in which he earned 
the lowest wages, or had no wages at all. That is directed to some 
extent at this problem. 

Chairman Curtis. That approach is entirely a mathematical com- 
putation that can be determined by the record; is it-not? 

Mr. Batu. Yes, Mr. Chairman. 

Chairman Corris. Confining our inquiries as to the present pro- 
gram and not going mto proposals, because the full committee will 
do that, the suggestion you just made in reference to the Reed bill can 
be ascertained exactly ‘and mathematically as to all people. I can 
see where, if another aoe h were made to relieve people of the 
disadvantage of a gap, that put on the Federal Government the duty 
of ascertaining the reason for that gap, namely that it was disabiilty 
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or otherwise, it would not have the mathematical accuracy that can 
be uniformly applied, that the proposal in the Reed bill has. Is that 
true ¢ 

Mr. Bay. It wouldn’t be merely a matter of a mathematical de- 
termination. In the situation that you suggest it would also have to 
be a medical determination. 

Chairman Curtis. Yes. Anything that we might go into that called 
for an ascertainment of fact, to be applied to a lot of different people, 
would be entirely a different thing than this mathematical solution 
suggested in the Reed bill ? 

Mr. Bauv. It would be different, Mr. Chairman. I would not want 
to leave the impression, however, that the dropping of the 3 years in the 
Reed bill would accomplish the same thing. 

Chairman Curtis. I am talking about that approach. 

Mr. Batu. I say that it would not do the same thing, of course. 

Chairman Curtis. No. 

Are there any questions? 

Mr. Mitts. | want to ask a question on that point, Mr. Chairman. 
I have not had a chance to study the Reed bill, but that provision 
of the Reed bill would increase the benefit to this individual, would 
it not, and it is in there for the purpose of increasing that benefit to 
the person who has had less than full coverage? 

Mr. Batu. Yes, Mr. Mills. 

Mr. Miuts. Then that would further increase, would it not, the 
number of dollars that he would get back in monthly benefits per 
dollar of taxes ? 

Mr. Batu. Well, insofar as this illustration was one of the 
dividuals who had his benefits increased, it would change that. 

Mr. Mitxzs. One purpose of the provision is to increase his bene- 
fit. So it would further increase the number of dollars that he gets 
back in proportion to deducted dollars ? 

Mr. Baxu. I am hesitating to answer your question categorically, 
Mr. Mills, because in one group of illustrations the individual earned 
these various amounts continuously. 

Mr. Mix1s. I believe I do not understand you exactly. I thought 
you were trying to point out that these individuals who paid less, 
because of the amount they get, received a higher percentage per 
month of the tax dollar they paid in. 

Mr. Winn. That is true. 

Mr. Mitzs. If you increase the benefits for them under the Reed 
bill, and they are paying the same number of dollars into the social- 
security fund, in the place of 9.1 cents here it might be 10 cents or 

12 cents. 

Mr. Bau. That is correct. 

Mr. Mitts. So that the Reed bill does not correct this situation to 
which this chart has reference? 

Mr. Bau. I did not realize, Mr. Mills, that this chart was directed 
at pointing up any situation that needed correction. 

Mr. Mitxis. Maybe I am getting the wrong impression again then. 

Mr. Bau, Is this chart designed to show that this is an incorrect 
situation ? 

Mr. Mus. I thought this chart might be designed to show that the 
man working full time under covered employment is getting gypped. 
I think that is the impression I got. 

38458—54—pt. 48 








DDS ANALYSIS OF THE SOCIAL SECURITY SYSTEM 


Chairman Curtis. The illustration I cited indicated that, compar- 
ing the old start with the new start. 

Mr. Mitus. I am sorry if I got the wrong impression. 

Mr. Bauw, This, of course, is not my chart. 

Mr. Miuus. I understand. I am not asking you to assume respon- 
sibility for my impression, either. 

Chairman Curtis. Mr. Eberharter. 

Mr. Everuarrer. Mr. Ball, | assume that in your long service with 
the Social Security Administration that many different formulas have 
been studied by you, have there not ¢ 

Mr. Bay. Yes. 

Mr. Esvernarrer. Did you ever find a formula that would not be 
usceptible of hypothetical cases wherein they seemingly got greater 
benefits than a great number of others rece ‘ived? In any formula that 
is devised, in other words, there are always some cases where there 
could be what seems to be an inordinate amount of benefits to some, 

or hardships in other cases / 

Mr. Baty. Yes. I think that would be a fair statement. This re- 
lationship, as I tried to explain earlier, is a deliberate one from the 
standpoint of giving the lower-paid wage earner a higher return for 
his contribution than others get. Now, it also works out that the 
in-and-outer in the system, the man who is not covered all the time, 
gets that same weighting, and that I believe is the point of this chart. 
But you are quite right, Mr. Eberharter; I am.sure that almost any 
formula will have some drawbacks connected with it. 

Mr. Enernarrer. It was my idea always, Mr. Ball, that insurance 
is to some extent a gamble, in that some people get many, many times 
more benefits than others. That is true in all private life insurance. 
That is true in all accident insurance, and it is true in every form of 
insurance. Am I wrong? 

Batu. People in any form of insurance will certainly get out 
different amounts of money in relation to their contributions, but I 
believe the attempt in individual insurance will be to relate the exact 
amount of contributions as nearly as possible to the risk involved; 
that is, to the value of the protection. 

It certainly is true that the benefit amounts that people get will 
differ and will not vary directly with what they pay in. 

You take out a life-insurance policy, and if you die in the first year 
that you paid on it, you will certainly get a lot more in relation to what 
you paid than those who die later, but presumably you will have paid 
a premium related to your risk of death. If you are one of the ones 
who die first, on your gambling theory, you are the lucky one. 

Mr. Enernarrer. And it is to level off, Mr. Ball, to some extent, 
the benefits that insurance is taken on a very wide basis. That is 
what the insurance companies do; is it not? By reason of the mor- 
tality tables and all that, it levels off the benefits; where one may get 
10 times as much monetary benefit as the other, in the long run, it 
levels them off? 

Mr. Batu. The basic principle is an averaging. That is correct. 

Mr. Mitus. Mr. Chairman ? 

Chairman Curtis. Mr. Mills. 

Mr. Mrius. Mr. Ball, the formula was changed in the act of 1950, 
as I recall, and the last change was made in 1952? 
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Mr. Baty. 1952 was the last change. 

Mr. Mitrs. The last change was in 1952 and the basic change was 
made in 1950. Prior to 1950 the formula was 40 percent of the first 
$50. Carry me on from there. 

Mr. Baty. And 10 percent of the next $200. 

Mr. Miixs. And the 1950 provision changed that to 50 percent of 
the first $100 and 15 percent of the amount thereafter, up to $300, and 
then in 1952 we increased that ? 

Mr. Batu. The first step, to 55 percent. 

Mr. Mitts. 55 percent, and 15 percent up to $300? 

Mr. Bai. $300. The same as before. 

Mr. Miris. So that the Congress has indicated all along in its 
amendments so far a desire to weight these benefits more heavily 
in the lower wage levels; is that true? 

Mr. Bary. I think that is a fair statement, generally speaking. 

Mr. Minis. And the President’s proposal, as introduced by Mr. 
Reed, would further that practice ? 

Mr. Bauu. Well, I think the proposal in that bill, Mr. Mills, is 
just a little different, in that it would benefit anyone who had a period 
of low wages or lack of wages, regardless of how much he ordinarily 
earned while working. 

Mr. Mitas. But the answer is “Yes.” that it would continue the 
practice of weighting it in favor of the low wage ? 

Mr. Batu. The one with the lower average wage; yes, sir. 

Mr. Mirxs. That has been inherent in social security all the way 
through. 

Chairman Curtis. Are there any questions? 

I have a matter which I want to take up in reference to coverage, 
before we go into the next topic. 

I received the following letter from one of the leading citizens and 
churchmen of Tecumseh, dated July 28. He writes me as follows: 

Dr. Roy M. Spooner, pastor of the Tecumseh Methodist Church, has asked me 
to write you in regard to the social-security status of Mr. Charles H. Wagner, 
of Tecumseh. Mr. Wagner has served as custodian of local M. BE. church for 
many years. When Dr. Spooner took charge here 3 years ago he arranged for 
Mr. Wagner to take advantage of the law. It was understood that on retire- 
ment the Wagners would receive around $80 monthly. Yesterday, Mr. Ische, 
supervisor for the social-security setup for this district was in town and in- 
formed Mr. Wagner that, due to the failure of the church authorities to sign a 
eertain sort of waiver (7?) some months ago, the payment would be reduced to 
$31.50 per month. Neither Mr. Wagner nor Dr. Spooner had received any notice 
of this required waiver. In fact, the social-security man stated that the only 
notice of such a requirement had been a statement published in the local press. 
No one seems to have seen such a notice. 

We feel that such a reduction in Mr. Wagner’s payments, under these circum- 
stances, is unwarranted and unfair, and are here asking for your help in 
correcting this situation. We assure you that we shall be very grateful for 
anything you can do for us. 

I wrote to the social-security office at Lincoln and got this letter 
back from M. Joseph S. Sewall, manager, dated September 2, 1953: 

This is in answer to your letter of July 30, inquiring about social-security 
status of Charles H. Wagner. 

The information we have obtained indicates that Mr. Wagner has been 
employed by the Tecumseh Methodist Church for many years. During the calen- 
dar year ending September 30, 1951, the church filed a waiver of exemption 
certificate and list of employees desiring social-security coverage, in accordance 
with section 210 (a) (9) (B) of the Social Security Act, and section 1426 (1) 
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of the Internal Revenue Code. These sections provide that coverage cannot 
start until the beginning of the next calendar quarter after the certificate is 
filed. Accordingly, Mr. Wagner’s coverage did not start until October 1, 1951. 
The benefit that Mr. Wagner is now receiving is $27.50 per month. It is based 
on his wage credits from October 1, 1951, through June 30, 1952. This is as 
far as his wage credits were posted at the time of our initial computations. 

As of September 1, Mr. Wagner became eligible to a recomputation to include 
the wage credits posted to his account through December 31, 1952. This will 
increase his benefits to $34.10 per month. 

Mr. Wagner has discussed his case with us. He indicated that he should be 
eligible to benefits of $55 per month, based on earnings of $100 per month since 
January 1, 1951. He feels that he should not suffer because his employer did 
not take the necessary action early enough to establish his coverage as of 
January 1, 1951. 

I know of no action that can be taken to rectify this situation. The Social 
Security Act and the Internal Revenue Code are very specific in establishing 
coverage for churches and other nonprofit organizations, as to the first day of 
the calendar quarter after the waiver is filed. There is no provision for 
retroactive coverage in this situation. 

If you desire any additional information, please let me know. 

Yours sincerely, 
JOSEPH S. SEWALL. 

Would you gather that that is a correct statement of the law? 

Mr. Baty. Yes, Mr. Curtis. 

Chairman Curtis. It seems to me that this is another case in which 
Congress has done something that it should not have done, and some- 
thing that it probably never intended. Lapses of the employer in no 
other situation deprives a person of benefits. A person does not even 
have to have a number or card or any taxes paid by anybody if he can 
go in and prove that he has worked in covered employment. In this 
case the pastor of the church thought that he had arranged to have 
him covered and this waiver actually was not filed on time. 

I think this is one of the situations that we will want our record to 
show that may merit some attention. 

Yes, Mr. Curtis of Missouri. 

Mr. Curtis of Missouri. Mr. Chairman, I understand that we are 
going off the subject of coverage, and I have a general question which 
I would like to ask Mr. Ball, in regard to his statement on page 8 of 
this prepared statement. 

Mr. Ball, you were discussing the possible extension of coverage, 
and under the item 5, self-employment, as contrasted with wage em- 
ployment. Your first paragraph goes on to discuss a second major 
technical reason for treating self-employed people differently from 
wage earners in that income from self- employment, in most instances, 
is a combination of income from work and income from investment. 

You then make this statement, and this is one thing that I wanted 
to ask you about: 

Since old-age and survivor insurance benefits are designed to replace income 
from work— 
where does that philosophy come from? I do not find it spelled out 
inthe law. Is it actually in the law, or where does the philosophy that 
that is what the old-age and survivors insurance benefits were designed 
for come from? 

Mr. Batu. No, Mr. Curtis, there is no statement of philosophy like 
that in the law. I think that you can make that as a reasonable 
deduction from the provisions as they are now set up, plus the fact 
that Mr. Packer tells me that the Supreme Court in its decision on the 
constitutionality of the law originally stated that in its opinion. 





se nisl 


ANALYSIS OF THE SOCIAL SECURITY SYSTEM 561 


Mr. Curtis of Missouri. I see. In other words, it would possibly be 
referring to some of those Supreme Court decisions? Do they actu- 
ally make a statement along that line? 

Mr. Packer. Along that line; yes. They considered the loss of 
income upon retirement or reaching age 65, and stated that as one of 
the reasons why the act was designed, to promote the general welfare 
of the United States. 

Mr. Curtis of Missouri. The reason I dwelled on it, and am very 
much concerned about it is, that there was some philosophy to the 
effect that as it became wider in coverage, OAA, of course, would 
diminish. If that was so, the real philosophy would be that we are 
concerned with the indigency of old people, regardless of whether their 
indigency comes from the fact that they have lost their income which 
they “derived from work, or lost the income that they might have had 
from capital wealth. That is why I stopped on that a moment, be- 
cause, in my own mind, I had always viewed this matter more from 

the standpoint that the Federal Government had become concerned 

about people at 65 who did not have income, regardless of why they 
did not have income. It was the fact that they did not have income, 
and whether it was income from work did not seem to me to be the 
point. 

I wonder if you would care to comment on my observation a little 
further ? 

Mr. Bau. There is certainly a considerable amount of coincidence 
between the two views, Mr. Curtis. The majority of people who are 
in need—that is, without income in old age—the vast majority of 
them are people who have had earned income up to the time they re- 
tired, or are dependent on someone who does; so that a system that is 
designed to partially replace lost earned income would to a very con- 
siderable measure, although not 100 percent, meet the needs of people 
in old age who had no income whatsoever. It is true you are 
sharpening up a point that we discussed very briefly today—that some 
5 percent would still be left, even after 1980, 5 percent of those 65 
and older who would not be eligible for old-age and survivors insur- 
ance based as it is upon a theory of partially replacing earned income. 
Some 5 percent of those over 65 would be people who had not earned 
income themselves, and were not dependent on those who did; and to 
that extent, I think the difference in approach is a real difference. 

Mr. Curtis of Missouri. It gets to be pretty fundamental, of course, 
as we have tied the tax into wage earners. I say that it gets to be a 
very important point, because we have tied the tax into wage earners 
and w ages, just as you state in this, distinguishing between the earn- 
ings that a self-employed person might derive from that aspect which 
is really wages, and that which might be from his investment. In fact, 
I am still not entirely sure. I will have to read those Supreme Court 
cases. The point that you brought out is very interesting to me, 
because I had never realized that that had been a formalized phi- 
losophy behind this. One more thing more specific on this here, that 
you go on to discuss there, is the various types of exclusions from net 

earnings from self-employment, but what comes to my mind immedi- 
ately is your small storekeeper, for example, who purchases a grocery 
business and, of course, he and his wife probably run it and probably 
live upstairs. A good bit of what he derives from running that 
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grocery store is from a return on invested capital, and only a certain 
portion of it is from what you might term wages. 

Yet in your discussion I am not sure whether any consideration 
would be given under the present administration of the law to the fact 
that a person in that situation would be deriving a great deal of his 
income from return on investment, as if he were a stockholder in an 
organization. 

Mr. Batt. No. The first $3,600 of earnings from that business 
would be counted toward social security. 

Mr. Curtis of Missouri. That would be assumed, that the first 
$3,600 were wages, even though his total earnings, as is frequently the 
case, could really have $1,800 as a return on his capital investment. 

Mr. Batu. That is certainly true. I think that emphasis should 
be put on the words in my statement that “it is desirable to distinguish, 
insofar as it is feasible.” 

Mr. Curtis of Missouri. I appreciate that; yes. 

Mr. Batx. A considerable amount of consideration was given to 
this question before recommendations were made by the executive 
branch of the Government on this matter, and consideration was given 
to try to make more of a distinction between investment and earned 
income than is in the present law. The experience of the Treasury 
Department with the earned income provisions that used to be in 
the income tax law was one of the factors that persuaded us that 
the difference was a very difficult one to draw administratively, and 
that probably it would be better to take this admittedly rough 
approach to the situation than try to draw that fine line. 

Mr. Curtis of Missouri. It might be an encouragement for a 
grocery store to incorporate. Then the groceryman could pay himself 
$1,800 as a dividend and $1,800 as wages as a clerk. Then you would 
recognize It. 

Mr. Baty. Yes; if he became an officer of the corporation, he would 
become an employee of the corporation. I am not sure which way 
the incentive would be. 

Mr. Curtis of Missouri. I am just posing it. Thank you. 

Mr. Baxer. I would like to ask a question. 

Chairman Curtis. Mr. Baker. 

Mr. Baxer. Mr. Ball, let us take a hypothetical case of an employee 
or worker that has been covered from 1936. He arrives at age 61 and 
becomes permanently and totally disabled to the extent that he can 
no longer work. He goes off the payroll. 

Under present law, he has to continue to pay his one-half of 1 
percent—is that right—until he is 65? 

Mr. Batu. No, Mr. Baker. If I got the facts right, he is no longer 
working in covered employment or working at all, for that matter, 
after 1951. He stops his contributions when he stops work. 

Mr. Baxer. Then when he becomes 65, does he become eligible 
to receive benefits ? 

Mr. Bau. His benefits would be based, in the case you have given, 
on his average wage after 1936 until the time he became 65, and, as 
has been brought out, he would, in effect, get a lower benefit by rea- 
son of that period of no earnings between 1951 and the time when 
he reached 65. 

Mr. Baxer. He would draw nothing until he was 65, of course? 
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Mr. Batu. No; he would not draw it until he became 65, and then 
he would draw a lower benefit because of that gap. 

Mr. Baxer. He could not continue to pay? 

Mr. Bau. No; there is no provision for a continuation of the 
payment. 

Mr. Baxer. Does anything in the Reed bill, or the President’s rec- 
ommendation, deal with disability? 

Mr. Batu. Not as such, no. The Reed bill embodies only the rec- 
ommendations that have to do with the question of extension of cov- 
erage, and the related question of this 3-year dropout of low or no 
wages, Which came about partly as a coverage matter. When the 
President sent the message to Congress on that bill, he pointed out that 
there were other important matters in the social-security area that 
the Department was studying, and he hoped to have recommendations 
at a later date on other matters. Up to now, they have not been made. 

Mr. Baxer. One other question. Is there a treatment of this whole 
subject of disability in any of the Bureau reports made recently, made 
in the last 5 or 6 years? 

Mr. Batu. No recommendations have been made in the area of 
disability, Mr. Baker, in the new administration. 

Mr. Baxer. I mean previous to that. 

Mr. Baxi. The Social Security Administration previously had 
recommended disability payments and a “waiver of premium” in the 
event of disability. 

Mr. Baxer. In each annual report? 

Mr. Bau. Yes, at least in recent years. 

Mr. Baker. I see. All right. 

Chairman Curtis. Does that complete your questions on coverage? 

Mr. Winn. Yes, sir. 

Chairman Curtis. We are now going to take up, with the same wit- 
nesses, the matter of benefits. Of course, benefits and coverage are 
interrelated, but we are going to direct our attention primarily to 
benefits. 

Mr. Ball, you have a statement, have you not? 

Mr. Batu. Yes, Mr. Chairman. 

Chairman Curtis. Mr. Ball, you may proceed with your prepared 
statement. 

Mr. Batu. Previously I made a statement to the subcommittee in 
reply to questions prepared by the staff, about the coverage provisions 
of the old-age and survivors insurance program. The following state- 
ment pertains to the questions prepared by the staff on the benefit and 
eligibility provisions. Since I understand that the question of the 
retirement test is to be taken up by the subcommittee on another day, 
T have assumed it would be desirable for me to make a statement on 
those provisions later. 

Chairman Curtis. Very well. 

Mr. Bau. As in the case of the qresiaete on coverage, I will sum- 
marize briefly the benefit and eligibility provisions of the program. 
In such a summary, it is not possible to be 100 percent complete and 
in all instances 100 percent technically accurate. Therefore, in order 
that the record may be both complete and technically accurate I would 
like also to request that we be allowed to insert in the record, as we 
did in the case of the coverage provisions, a more detailed and tech- 
nical response to the questions submitted by the staff. 
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Chairman Curtis. We will be very glad to have those. Your tech- 
nical answers will be printed immediatedly following your state- 
ment. 

Mr. Counsel, what numbered exhibit do you want this to be? 

Mr. Winn. The next number is 77. 

Chairman Curtis. The material will be received in evidence and 
marked “Exhibit 77.” 

(The chart and material referred to, marked “Exhibit 77” appears 
on p. 570.) 

Mr. Bau. Thank you, Mr. Chairman. 

The questions concerning benefits are as follows: 

(1) How is the primary benefit of a retired person, employer, self-employed, 
computed under the 1952 Act? Please include an example where both the pri- 
mary insurance amount under the 1952 formula and the primary insurance 
benefit via the conversion table, are compared to determine a person’s monthly 
primary benefit. 

(2) What types of survivor and retirement benefits are paid? How are the 
amounts of the payments determined? 

The law provides two methods for determining the “primary in- 
surance amount,” the amount paid to the retired worker. In the fu- 
ture, most benefits will be computed by the relatively simple formula 
provided for by the 1950 amendments and modified by the 1952 amend- 
ments. This formula, which is 55 percent of the first $100 of the av- 
erage monthly wage and 15 percent of the next $200 of average month- 
ly wage, can be applied in all cases where the wage earner has had at 
least 6 quarters of coverage after 1950 (a quarter of coverage is a cal- 
endar quarter in which an individual is paid $50 or more in wages, or 
for which he has been credited with $100 or more in self-employment 
income). 

Now, as I say, in the future, most people, since they will have six 
quarters after 1950, will be eligible for this method of computation. 
However, since the primary insurance amount can be determined 
under this new formula only if the individual has at least six quar- 
ters of coverage after 1950, persons who have not worked recently still 
have their benefits figured according to the formula that was in effect 
prior to the 1950 amendments. 

The benefit amount vielded by this old formula is raised by a table 
provided in the law. In general, the few people for who it is advan- 
tageous are allowed to use the old method, even though they have 
six quarters of coverage after 1950. You can figure it both ways and 
then give them the higher. 

Under both methods, the individual’s average monthly wage is the 
basis for determining the primary insurance amount. When the new 
formula is used, the average monthly wage is determined in the gen- 
eral case by averaging the individual’s earnings after Dec ember $1, 
1950, and before the time the individual died or filed his application 
for Saas fits, whichever occurred first. There are special provisions 
for persons who attain age 22 after 1950—obviously as the program 
goes on you would not want to make * average go back to 1950 for 
people who become old enough to go to work some time after that 
date—and for those who would get a higher benefit if their earnings are 
averaged up to the time they were first eligible for benefits, even 
though they did not file an application. Thus a person who was 65 
and met the insurance requirements, would not lose for not filing his 
application at a given time. 
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The average monthly wage is determined in a similar fashion in the 
situations where the old-benefit formula is used except that the indi- 
vidual’s earnings are averaged over the entire period from the begin- 
ning of the program, that is, after December 31, 1936. 

The minimum primary insurance amount, the minimum benefit for 
the retired worker himself, is $25. Under the new benefit formula this 
amount is paid in those cases where the average monthly wage is $54 
or less. If the average monthly wage is between $35 and $47, and the 
new benefit formula is used, the primary insurance amount is $26. 

Other than for those minimum provisions, the formula is applied. 

The types of benetits provided, and the proportion of the primary 
insurance amount payable for each type, are as follows: 

First, the benefits payable on the record of a living wage earner. 

As previously indicated, the monthly benefit payable to the retired 
worker himself is equal to the primary insurance amount. The pri- 
mary insurance amount is a technical term in the law. In addition, 
wife’s, husband’s, and child’s insurance benefits are paid. These are 
all monthly benefits; each is equal to one-half of the primary 
insurance amount. 

Second, there are supervior benefits—that is, benefits payable on the 
record of a deceased worker. ‘These are widow’s, widower’s, child’s, 
mother’s, and parent’s benefits—all payable monthly—and a lump-sum 
death payment. The widow’s, widower’s, mother’s, and parent’s in- 
surance benefits each is equal to three- fourths of the primary insurance 
amount. 

If there is one child receiving a benefit on the decedent’s record, the 
amount is also three-fourths, but the amount does not continue at that 
rate if there are more children entitled to benefits on the same wage 
record. If there is more than one such child, the amount going to 
each child is one-half of the primary insurance amount plus a share 
of one-fourth of such amount, such one-fourth being divided equally 
among all the children entitled on the decedent’s record. 

The lump-sum death payment is payable either to the spouse of 
the deceased worker—in which case it is equal to three times the pri- 
mary insurance amount—or to the person or persons who paid the 
decedent’s funeral expenses. In the latter case it is paid to the extent 
and in the proportion that the person paid the funeral expenses and 
may not, in any event, exceed three times the primary insurance 
amount. 

The law provides a maximum on the total amount of benefits payable 
to a family on a single record. This maximum amount is 80 percent 
of the worker’s average monthly wage, or $168.75, whichever is smaller. 
The maximum does not operate, however, to reduce the total family 
benefits to an amount less than $45. All ‘be nefits, regardless of type 
and notwithstanding the limitation of the maximum, are rounded to 
the next higher multiple of 10 cents. 

If a retired worker is entitled to a benefit based on his own record 
for any month and also to any other type of monthly benefit for that 
month, such as wife’s, widow’s, or parent’s benefit, the latter is reduced 
by the amount of the benefit based on his own record. 

As requested by the staff, I have included here an example of the 
computation of the benefit in the situation where both types of for- 
mulas are compared in order to determine a person’s monthly primary 
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benefits. We will go through both computations here, to arrive at 
which is the higher. 

In this example we are assuming the wage earner filed for benefits 
in this month that we are in right now, November 1953. He had been 
engaged in covered employment since December 31, 1936, and up 
through October 31, 1953. “He had attained age 65 in January 1953, 
but refrained from filing for benefits at that time because he was 
still employed. This person had more than 6 quarters of coverage 
after 1950 and attained age 22 prior to 1951, therefore his benefits 
may be figured under either formula. Whichever yields the higher 
amount will be used. 

First, consider his benefits under the conversion table formula. 

His starting date is December 31, 1936. He has a choice of two 
closing dates. It may be either April 1, 1953 (the first day of the 
second quarter before the quarter of entitlement), or July 1, 1952 (the 
first day of the second qu: arter before the quarter of first eligibility ; 
the wage earner was age 65 and fully insured in January 1953; there- 
fore he was eligible as of that date). 

The quarter of entitlement is when he filed his application. The 
quarter of eligibility is the quarter in which he became 65 and was 
fully insured. He has the alternative of those two dates. 

I might pause a moment and say that the reason for that two- 
quarter lag that you see—the reason the closing date is two quarters 
prior to entitlement or first eligibility—is so we can use the records 
that we have posted in our organization, rather than having to go 
out and ask the employer to specially give us the most recent months. 
It used to be true that in addition to filing his regular quarterly re- 
ports, when the computation went all the way up to the quarter in 
which the worker died or filed, we had to go out specially and ask the 
employer for the wages in the two quarters not yet posted. 

Now, the reasons for going back two quarters are that we will already 
have them posted and will not have to bother the employer for that 
special report. If the employee wishes us to recompute his benefit 
after these “lag wages” are posted, we will do so. 

Assume that in this example the wage earner has a total of $37,600 
in wages credited to his account as of July 1, 1952, or an average 
monthly wage of $202 as of that date; and $39,700 as of April 1, 1953, 
or an average monthly wage of $203, as of that date. 

In this instance, under either closing date he would have the same 
number of increment years which were provided under the old law, 
that is, you got a 1-percent increase in your benefit for each year in 
which you were paid $200 in wages. In either situation under the 
old method he would have had 14 increment years 

Therefore, it is clear that the April 1, 1953, closing date is most 
advantageous and that his primary monthly wage for conversion-table 
formula purposes is $203 

His primary insurance benefit is then computed in the following 
manner : 
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Applying the 1952 conversion chart, his primary insurance amount 
is determined to be $72.40. 

The $40.24 benefit is what he would have gotten under the old act. 
That $40.24 is raised by the use of a conversion table written into the 
law, and that $40.24 becomes $72.40. So, that would be the amount 
of his benefit figured by the old method, raised by the conversion 
table. 

Now, consider his benefits under the new-start formula: 

His starting date under this formula is December 31, 1950, and his 
closing date may be either April 1, 1953, or July 1, 1952, the same as in 
the other formula. 

Assume that with such a starting date and with a closing date of 
July 1, 1952, he has $4,000 in creditable wages, or an average monthly 
wage for the period of $222; and that with a closing date of April 1, 
1953, he has $6,100 in creditable wages, or an average monthly wage of 
$225. 

Of course, the higher average wage gives the higher benefit, so we 
will take the average monthly wage of $225. 

Using the higher monthly average wage of $225, the new-start 
formula is applied, as follows: 
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This individual is, therefore, entitled to a monthly benefit of $73.75 
(rounded to $73.80) under the new-start formula, which yields a 
higher benefit than the conversion-table formula. 

Chairman Curtis. You have been reading for a long while. I think 
at that point we will take a 10-minute recess, and then resume 

(A short recess was taken.) 

Chairman Curtis. The committee will resume. 

Mr. Bauw. The first question on eligibility asked by the staff is: 

(1) What are the conditions as to the amounts of wage credits and numbers of 
quarters of coverage necessary to establish eligibility for the different types of 
benefits under both the revised primary insurance amount formula and the new- 
start primary insurance amount formula? 

Benefits under the act are payable only if the individual on whose 
record the claim is filed has an insured status. There are two types of 
insured status—“fully insured” and “currently insured” status. Both 
of these are defined in terms of “quarters of coverage.” (As previously 
mentioned, a “quarter of coverage” is a calendar quarter in which the 
individual is paid $50 or more in wages or for which he has been 
credited with £100 or more in self-employment income. ) 

In general, an individual is “fully insured” if he had at least 1 quar- 
ter of coverage (whenever acquired) for each 2 of the quarters 
elapsing after 1950, or after the quarter in which he attained age 21, 
whichever is later, and up to, but excluding, the quarter in which he 
attained age 65, or died, whichever first occurred. An individual will 
always be fully insured when he has acquired 40 quarters of coverage. 
That is the maximum required. This is the number of quarters of 
coverage which will be needed for eligibility for retirement benefits 
by all persons who attain age 48 after this year. The operation of the 
provision is such that older workers who have had less opportunity 
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to — in covered employment need fewer quarters of coverage in 
order to be eligible for benefits. They need fewer and fewer between 
18 nad on up. The extreme case is the one of workers now 6414 or 
older who need only 6 quarters of coverage. 

An individual is a “currently insured” individual if he has at least 
6 quarters of coverage during the 13-quarter period ending with the 
quarter in which he died, or for certain limited purposes, for example, 
husband’s or widower’s benefits, the quarter in which the wage earner 
became entitled to old-age insurance benefits or primary insurance 
benefits under the law in effect prior to the 1950 amendments to the 
Social Security Act. 

In the case of an individual with “fully insured” status, the follow- 
ing types of benefits may be paid: Old-age, wife’s, child’s, widow’s, 
mother’s, and parent’s insurance benefits. Husband’s and widower’s 
insurance benefits are paid only on the basis of the record of a woman 
who is both fully and currently insured. Mother’s and child’s insur 
ance benefits may be paid if the individual was currently insured as 
well as if he was fully insured. The same is true of the lump-sum 
death payment. 

In a general way you might say that the currently insured status 
is to test a recency of einployment and that is the reason for the 
requirements in relation to these benefits. 

The second question on eligibility is: 

(2) What are the eligibility conditions with respect to age, family relation- 
ship to insured persons, marital status, dependency status, and related matters? 

Attainment of age 65 is a condition of eligibility for old age, wife’s, 
husband’s, widow's, widower’s, and parent’s benefits. Wife’s benefits 
are also payable regardless of age, even though she is below 65, if the 
wife has in her care a child entitled to a child’s benefit on the basis of 
her husband’s earnings. Child’s benefits are payable only if the child 
has not attained the age of 18. Age is not a condition of eligibility 
for mother’s insurance benefits or a lump-sum death payment. 

Relationship between the insured individual and those claiming 
benefits on his record is determined on the basis of State law, except 
where such individual was not domiciled in any State, in which case 
District of Columbia law is followed. 

The act specifically provides various conditions which must be met 
in order to establish the requisite relationship between the insured in- 
dividual and those claiming benefits on his record. These provisions 
are designed to prevent the establishment of rel: ationships solely for 
the purpose of benefit eligibility. An example of this is that a person 
will be considered the wife of an insured individual only if she (1) is 
the natural parent of such individual’s son or daughter, or (2) was 
married to him for not less than 3 years immediately preceding the 
filing of her application for benefits. 

Marital status, like relationship to the insured individual, is de- 
termined by the law of the State of the insured person’s domicile. In 
addition, widower’s and mother’s benefits are payable only if the 
survivor has not remarried. To be eligible for child’s benefits, a child 
must be unm: arried at the time of his or her application for such bene- 
fits. Parent’s benefits are payable only to a parent who has not mar- 
ried since the death of the insured individual. 
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As for dependency, the act makes actual or presumed dependency 
on the insured indiv idual a condition of eligibility for all dependent’s 
and survivor’s benefits. Thus, for example, a wife can obtain wife’s 
insurance benefits only if her dependency can be presumed; that is, 
only if she was living with the insured individual. They were liv- 
ing with each other if they were living together in the same household, 

she was receiving regular contributions from him toward her 
canal or he had been ordered by any court to contribute to her 
support. The general idea is to test whether there has been a loss of 
income to the individual. A parent can obtain parent’s insurance 
benefits only if he can prove dependency. 

As I mentioned at the beginning, I planned to make a statement on 
the retirement test later, and since the third question on eligibility 
pertains to this test, I will skip that for now. 

The fourth question concerning eligibility is: 

(4) What are the conditions under which entitlement to benefits is termi- 
nated or the payment of benefits is suspended? 

Death of the beneficiary terminates all benefits payable to him 
and, in the case of an old-age beneficiary, wife’s or husband’s benefits 
based on his account. <A wife’s or husband’s benefit is also termi- 
nated by divorce from the old-age beneficiary. 

Marriage or remarriage of a beneficiary terminates entitlement to 
child’s, parent’s, widow’s, widower’s, or mother’s benefits. 

A child’s benefits will also terminate when the child attains the age 
of 18 or the child is adopted, except for adoption by a stepparent, 
grandparent, aunt, or uncle subsequent to the death of the insured 
individual on whose record such benefits are payable, and such termi- 
nation may result in the termination of mother’s insurance benefits 
und wife’s insurance benefits of a wife under age 65. 

Any dependent’s or survivor’s insurance benefit is terminated if the 
beneficiary becomes entitled to an old-age insurance bene fit equal to 
or exceeding the amount of such dependent’s or survivor’s insurance 
benefit. 

The payment of benefits will be suspended to effectuate deductions 

caused by the employment or self-employment of a beneficiary under 
75 years ‘of age or in the case of a wife, husband, or child, deductions 
caused by the employment or self-employment of the insured indi- 
vidual, if he is under 75 years of age. Similar suspensions of the 
benefits payable to a wife or a widow, under age 65, or to a former wife 
divorced may result if the entitled child is not in the care of such 
person, say, for a particular month or series of months, since one of 
the conditions is that she gets the benefit for having the child in her 
care. 

The fifth question concerning eligibility is: 

(5) What are the steps and procedures that are followed in the determination 
whether eligibility conditions are met and in the adjudication of protests of 
ineligibility determinations? 

The local field office secures information necessary to determine the 
type of claim involved and certain basic data about the wage earner 
and the claimants. It obtains all necesary proofs. It also obtains the 
worker’s record from the Division of Accounting Operations in Balti- 
more and, in addition, secures from employers any other wage infor 
mation needed. 
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When the claim is completed, the field office examines the evidence 
and determines that there is entitlement and that benefits of a certain 
amount are payable or that disallowance is appropriate. The claim 
is then sent to one of the six payment centers (New York, Philadelphia, 
Birmingham, Chicago, Kansas City, or San Francisco) for review of 
the determination of entitlement or disallowance and, in the former 
case, for certification to the Treasury Department of the amount 
payable. 

At the time the claimant is provided with the decision of award or 
disallowance, he is also given notice of his right to reconsideration by 
the Bureau and of his statutory right to a hearing if he is dissatisfied 
with the determination or any part of it. The reconsideration is a 
Bureau review, made in the area office, of the record or of any new 
evidence the claimant desires to submit. After reconsideration, or 
without it, the claimant may request a hearing before a referee of the 
appeals council. This may also be on the record or with additional 
evidence, whether documentary or the oral statements of the claimant 
and witnesses he desires to have called. 

After exhausting the remedy of the appeal the individual, of course, 
also has the right to take his case into the Federal court. 

(Exhibit 77, referred to on p. 564, follows :) 


EXHIBIT 77 
I. BENEFIT PROVISIONS 


1. How is the primary benefit of a retired person, employed, self-employed, 
computed under the 1952 act? Please include an example where both the primary 
insurance amount under the 1952 formula and the primary insurance benefit via 
the conversion table are compared to determine a person’s monthly primary 
benefit. 

As indicated in the question, there are two basic formulas for determining the 
primary insurance amount of claims currently filed under the Social Security Act 
as amended in 1952: (1) The “conversion table” formula; (2) the “new start” 
formula. 


(A) APPLICABILITY OF THE FORMULAS 


If the wage earier or self-employed person does not have 6 quarters of coverage 
after 1950, only the conversion table formula may be used. (See answer to 
question LI-1 for definition of “quarter of coverage.’ ) 

If he has 6 quarters of coverage after 1950 and attained age 22 prior to 1951, 
either formula may be used, whichever results in the higher benefit rate. 

If he has 6 quarters of coverage after 1950 and attained age 22 (or would have 
attained age 22) after 1950, only the new start formula may be used. 


(B) HOW CONVERSION TABLE FORMULA IS FIGURED 


(1) Compute the total creditable wages, self-employment income, military 
service credits, and railroad retirement compensation after the “starting date” 
and before the applicable “closing dates.” (See item (d) below.) 

(2) Divide this amount by the number of months elapsing after the starting 
date and before the “divisor closing date” (see item (d) below), excluding any 
month in any quarter before the quarter in which the individual attained age 
22 which is not a quarter of coverage, but in no case can the number of elapsed 
months be less than 18. The quotient (reduced to a multiple of $1 if more than 
a multiple of $1) is the “average monthly wage.” 

(3) To 40 percent of the first $50 of average monthly wage add 10 percent of 
the next $200. This is the “basic benefit.” Add 1 percent to the basic benefit for 
each “increment year” (calendar year prior to 1951 in which $200 in wages or 
combined wages and other credits were paid). The total is the “primary insur- 
ance benefit.” If less than $10, it must be increased to $10. 
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(4) Convert the primary insurance benefit to the primary insurance amount 
by using the 1952 conversion table. (Enclosed is a copy of the 1952 conversion 
table as contained in appendix 1 to subpart C of Regulations No. 4). 


(C) HOW NEW START FORMULA IS FIGURED 


(1) Obtain the average monthly wage in the same manner as outlined above 
(except that the starting date will be different, see below). 

(2) To 55 percent of the first $100 of average monthly wage add 15 percent 
of the next $200. If the result is not a multiple of 10 cents, raise to the next 
multiple of 10 cents. This is the 1952 new start formula for the primary 
insurance amount. 

See item (e) below for the minimum primary insurance amount under the 
new start formula. 


(D) STARTING DATES AND CLOSING DATES FOR DETERMINING AVERAGE MONTHLY WAGE 


The starting date for the conversion table formula is December 31, 1936. For 
the new start formula, the starting date is December 31, 1950, or for the indi- 
vidual who attains age 22 after December 31, 1950, the day before the calendar 
quarter of attainment of age 22, if it would result in a higher benefit. 

Closing dates for either formula are as follows: 

(1) Wage closing date.—The wage closing date is the first day of the second 
quarter before the quarter of death, entitlement, or ‘first eligibility,” whichever 
would yield the higher benefit rate. The quarter of “first eligibility” is the first 
quarter in which the individual is both fully insured and age 65. (See answer 
to question II-—1 for definition of “fully insured.” ) 

2) Self-employment income closing date——The self-employment income clos- 
ing date is the first day of the quarter after the end of the last taxable year 
which ended before the month of death, entitlement, or first eligibility, and in 
which the self-employed person had self-employment income. 

(3) Divisor closing date-——The divisor closing date is the wage closing date or 
the self-employment income closing date, whichever is later. 


(E) MINIMUM PRIMARY INSURANCE AMOUNT UNDER THE CONVERSION TABLE FORMULA 
AND THE NEW START FOKMULA 


The minimum primary insurance amount under the conversion table formula 
for September 1952 or thereafter is $25. This minimum is incorporated in the 
conversion table. 

The minimum under the new start formula for September 1952 or thereafter 
depends upon the amount of the average monthly wage, as indicated below: 

Primary 
insurance 
amount 
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(F) EXAMPLE WHERE THE RESULTS UNDER BOTH TYPES OF FORMULA ARE COMPARED 
TO DETERMINE A PERSON’S MONTHLY PRIMARY BENEFIT 





The wage earner filed for benefits in November 1953. He had been engaged in 
covered employment since December 31, 1936, and up through October 31, 1953. 
He had attained age 65 in January 1953 but refrained from filing for benefits at 
that time because he was still employed. 

This person had more than 6 quarters of coverage after 1950 and attained age 
22 prior to 1951, therefore his benefits may be figured under either formula. 

First, consider his benefits under the conversion table formula. His starting 
date is December 31, 1936. His closing date may be either April 1, 1953 (the 
first day of the second quarter before the quarter of entitlement), or July 1, 
1952 (the first day of the second quarter before the quarter of first eligibility ; 
the wage earner was age 65 and fu"'y insured in January 1953, therefore he was 
“eligible” as of that date). Assume that he has a total of $37,600 in wages 
credited to his account as of July 1, 1952, or an average monthly wage of $202 
as of that date; and $39,700 as of April 1, 1953, or an average monthly wage of 
£208 as of that date. Under either closing date he would have 14 “increment 
years” (calendar years prior to 1951 in which $200 in wages were paid). There- 
fore, it is clear that the April 1, 1953, closing date is most advantageous 
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and that his average monthly wage for conversion table formula purposes is 
$203. His “primary insurance benefit” is then computed in the following 
manner: 








40 percent of the Ist $50 ' ' pins ----- $20. 00 


10 percent of the remaining $153 e cots ; “ 5: scahstaaaslenmiasaine . 15.30 


Basic benefit é ~ ea 
Add 14 percent of the basic benefit, since there are 14 increment years_-___ 4. 94 





































Primary insurance benefit ee ainkee 3 — 40. 24 








Applying the 1952 conversion chart, his primary insurance amount is deter- 
mined to be $72.40 

Now consider his benefits under the new start formula. His starting date 
under this formula is December 31, 1950, and his closing date may be either April 
1, 1953, or July 1, 1952, the same as in the other formula. Assume that with 
such a starting date and with a closing date of July 1, 1952, he has $4,000 in 
creditable wag or an average monthly wage for the period of $222; and that 
with a closi ate of April 1, 1953, he has $6,100 in creditable wages, or an 
average monthly wage of $225. Using the higher average monthly wage of $225 
the new-start formula is applied as follows: 








’ 


AD percent of the 1st $100 \ i 
15 percent of the remaining $125 ie egos e. 





Primary insurance amount 
This individual is, therefore, entitled to a monthly benefit of $73.75 (rounded 
to $73.80) under the new-start formula, which yields a higher benefit than the 
conversion-table formula. 

Upon application 6 months after the month of entitlement he may be eligible 
to a recomputation of his benefits to include in his average monthly wage the 
wages poid in the 6 months immediately prior to the quarter of his entitlement. 
This period is not counted in the original computation, either as to elapsed months 
or total wages, since the wages may not have yet been posted to his account at 
that time. 

2. What types of survivor and retirement benefits are paid? How are the 
amounts of these payments determined? 

There are 6 types of survivor benefits and 4 types of retirement benefits and the 
amount of the payments in each case is related to the “primary insurance 
amount,” which is computed in accordance with the rules outlined above. The 
various types of benefits and the amount payable in each type in terms of primary 
insurance amount are outlined below: 


(A) RETIREMENT BENEFITS 


(1) Old-age insurance benefit: Monthly benefit payable under certain condi- 
tions to the retired wage earner or self-employed person in an amount equal to 
his primary insurance amount; 

(2) Wife’s insurance benefit : Monthly benefit payable under certain conditions 
to the wife of the retired wage earner or self-employed person in an amount equal 
to one-half her husband’s primary insurance amount: 

(3) Husband’s insurance benefit: Monthly benefit payable under certain condi- 
tions to the dependent husband of a retired female wage earner or self-employed 
person in an amount equal to one-half such person’s primary insurance amount: 

(4) Child’s insurance benefit: Monthly benefit payable under certain condi- 
tions to a child of a retired wage earner or self-employed person in an amount 
equal to one-half such person’s primary insurance amount. 


(B) SURVIVOR BENEFITS 
(1) Widow’s insurance benefit: Monthly benefit payable under certain condi- 
f 


tions to the widow of a deceased wage earner or self-employed person in an 
amount equal to three-fourths of such person’s primary insurance amount: 


(2) Widower’s insurance benefit: Monthly benefit payable under certain con- * 
ditions to the dependent widower of a deceased female wage earner or self- 
employed person in an amount equal to three-fourths of such person’s primary 4 


insurance amount; : 
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(3) Child’s insurance benefit: Monthly benefit payable under certain condi- 
tions to a child of a deceased wage earner or self-employed person in an amount 
equal to one-half such person’s primary insurance amount plus a share of one- 
fourth of the primary insurance amount, such one-fourth being divided equally 
among all children of the wage earner or self-employed person entitled to bene- 
fits on his or her account; 

(4) Mother’s insurance benefit: Monthly benefit, payable under certain con- 
ditions to the mother of a child entitled to a child’s (survivor) insurance benefit, 
in an amount equal to three-fourths of the primary insurance amount of the 
deceased individual on whose account the child is entitled ; 

(5) Parent’s insurance benefit: Monthly benefit, payable in a limited number 
of cases under certain conditions to the parent of a deceased wage earner or self- 
employed person in an amount equal to three-fourths of such person’s primary 
insurance amount; 

(6) Lump-sum death payment: Lump-sum amount payable under certain 
conditions (a) to the spouse of a deceased wage earner or self-employed person ; 
or (b) to the person or persons who paid part or all of such person’s burial 
expenses. If payable to the spouse, as such, the lump-sum is equal to three 
times the primary insurance amount of the deceased person. If payable to a 
person by reason of his payment of burial expenses, the lump-sum is paid to 
the extent and in the proportion such person paid the burial expenses, not to 
exceed three times the primary insurance amount. 

Each of the above benefits, other than an old-age insurance benefit or a 
lump-sum death payment, is subject to proportionate reduction so as not to 
exceed the maximum benefits payable on the insured individual’s account. This 
maximum total benefits payable to a family is $168.75 or 80 percent of the aver- 
age monthly wage, whichever amount is smaller, but in no case may the total 
benefits be reduced to an amount less than $45. Where a child would be entitled 
on the basis of more than one insured individual’s account, he can receive only 
one benefit and the maximum with respect to the account on which he receives 
benefits is $168.75 or 80 percent of the combined average monthly wage of the 
two or more individuals on whose accounts he would otherwise be entitled. 

If a person is entitled to an old-age insurance benefit for any month and any 
other monthly insurance benefit for such month (such as a wife’s, widow's or 
parent’s benefit) such other benefit must be reduced by the amount of the old- 
age insurance benefit. 

The primary insurance amount and any monthly benefit amounts payable, 
regardless of type and notwithstanding limitations of the maximum family 
benefit rule, are rounded to the next higher multiple of 10 cents if not a multiple 
of 10 cents. 


II. Evlersttity PROVISIONS 


1. What are the conditions as to the amounts of wage credits and numbers 
of quarters of coverage necessary to establish eligibility for the different types 
of benefits under both the revised primary insurance amount formula and the 
‘new start” primary insurance amount formula? 


(A) PRELIMINARY DEFINITIONS 


The amounts of wages or other credits necessary to establish eligibility to the 
different types of benefits are set forth in the Social Security Act in terms of 
“fully insured” or “currently insured” status. These expressions are, in turn, 
defined in terms of required “quarters of coverage.” 

A quarter of coverage is a calendar quarter in which an individual is paid 
$50 or more in wages or for which he has been credited with $100 or more in 
self-employment income. For the purpose of determining quarters of coverage 
in any taxable year which is a calendar year, the self-employment income of 
such taxable year is credited equally to each quarter of such year.’ 

If the wages paid to an individual in a calendar year equal or exceed $3,600, 
each quarter of such year is deemed a quarter of coverage. If an individual 
has self-employment income for a taxable year and the sum of such income and 
any wages paid him in the period equals $3,600, each quarter any part of which 
falls in the taxable year is deemed a quarter of coverage. 


1In the relatively small number of cases in which the taxable year for the self-employed 
person is not a calendar year, self-employment income is credited equally to the calendar 
quarter in which the taxable year ends and to each of the next three or fewer preceding 
quarters, any part of which is in the taxable year. 


38458—54—pt. 4——-9 





574 ANALYSIS OF THE SOCIAL SECURITY SYSTEM 


A person is “fully insured” (unless he died prior to September 1, 1950) who 
had at least one quarter of coverage (whenever acquired) for each two of the 
quarters elapsing after 1950, or after the quarter in which he attained age 21, 
whichever is later, and up to but excluding the quarter in which he attained age 
65, or died, whichever first occurred, except that in no case can the person be 
fully insured unless he has six quarters of coverage. The maximum number 
required is 40. 

A person is “currently insured” if he had at least 6 quarters of coverage 
during the 13-quarter period ending with (1) the quarter in which he died, (2 
the quarter in which he became entitled to old-age insurance benefits, or (3) 
the quarter in which he became entitled to primary insurance benefits under the 
law in effect prior to the 1950 amendments. 


(B) INSURED STATUS REQUIRED FOR VARIOUS TYPES OF BENEFITS 


An individual may become entitled to an old-age insurance benefit only if he 
is fully insured. 

Entitlement to a wife’s insurance benefit is conditioned upon the husband 
being entitled to an old-age insurance benefit, which means, of course, that he 
is fully insured. 

Entitlement to a husband’s insurance benefit requires (1) that the wife be 
entitled to an old-age insurance benefit (and that she is therefore fully insured) ; 
and (2) that she is currently insured. 

A child’s entitlement to child’s insurance benefits is dependent upon the parent 
being entitled to an old-age insurance benefit, if living; or upon his having 
been fully or currently insured, if deceased. (A child is deemed dependent upon 
a natural or adopting mother if she is currently insured. See Dependency 
Status in the answer to question II-2.) 

Widow’s and widower’s insurance benefits require that the deceased individual 
have been fully insured. In addition, in the case of a widower'‘s benefits, the 
deceased person must have been currently insured. 

The deceased individual may have been either fully or currently insured in 
the case of mother's insurance benefits or a lump-sum death payment. A fully 
insured status is required for parent’s insurance benefits. 

2. What are the eligibility conditions with respect to age, family relationship 
to insured persons, marital status, dependency status and related matters? 


(A) AGE 


Attainment of age 65 is a condition of eligibility for old age, husband’s, 
widow’s, widower’s and parent’s benefits. Wife’s benefits also are only payable 
after the wife attains 65 unless she has in her care a child entitled to a child’s 
benefit on the basis of her husband's earnings. 

Child’s benefits are payable only for a child who has not attained the age 
of 18. 

Age is not a condition of eligibility for mother’s insurance benefits or a lump- 
sum death payment. 


(B) FAMILY RELATIONSHIP TO INSURED PERSONS 


Whether an applicant is the wife, husband, widow, widower, child, or parent 
of an insured individual is determined by the law governing the devolution of 
intestate personal property in the State of the insured person’s domicile. If the 
insured person was not domiciled in any State, District of Columbia law is 
followed. Applicants who according to such law would have the same status 
relative to taking intestate personal property as a wife, husband, widow, 
widower, child, or parent are deemed such. 

Husband’s and wife’s benefits are payable only to the spouse of an insured per- 
son who either (1) is the natural parent of the insured person’s son or daughter, 
or (2) was married to the insured person for not less than 3 years immediately 
preceding the filing of the spouse’s application for benefits. In addition, a wife 
under 65 years of age must have in her care a child entitled to a child’s benefit 
on the basis of her husband’s earnings. 

Child’s benefits are payable only to the child, adopted child, or stepchild of 
the insured person. In the case of a living individual, the stepchild or adopted 
child must have had such status for not less than 3. years immediately preceding 
the filing of the child’s application for benefits. In the case of a deceased indi- 
vidual, the stepchild must have had such status for not less than 1 year imme- 
diately preceding the death of the insured person. 
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Mother’s, widow’s, or widower’s benefits are payable to the surviving spouse 
of an insured individual only if such surviving spouse (1) is the natural parent 
of the insured individual’s son or daughter, or (2) legally adopted such indi- 
vidual’s son or daughter while married to him or her and while such son or 
daughter was under the age of 18, or (3) was married to the insured individual 
at the time both of them legally adopted a child under the age of 18, or (4) 
was married to the insured individual for not less than 1 year immediately 
preceding his or her death. To be eligible for mother’s benefits the surviving 
spouse must also have in her care a child of the insured individual who is en- 
titled to a child’s benefit. 

Mother’s benefits may also be payable to the divorced former wife of a de- 
ceased insured individual who has in her care her son, daughter, or legally 
adopted child who is also a child of such insured individual entitled to a child’s 
insurance benefit on the basis of his earnings; but only if she (1) is the mother 
of his son or daughter, or (2) legally adopted his son or daughter while she 
was married to him and while such son or daughter was under the age of 18, or 
(3) was married to him at the time both of them legally adopted a child under 
the age of 18. 

-arent’s benefits are payable only to the mother or father of an insured indi- 
vidual, or a stepparent of an insured individual by a marriage contracted before 
such individual attained the age of 16, or an adopting parent by whom the in- 
sured individual was adopted before he or she attained the age of 16. No 
parent’s benefit is payable if the insured individual was survived by: (1) a 
widow or dependent widower having the relationship requisite for benefits to a 
surviving spouse who was living with the insured individual when he or she 
died, and who is not entitled to an old-age benefit in an amount equal to or 
exceeding three-fourths of the primary insurance amount of the insured indi- 
vidual; or (2) an unmarried dependent child under the age of 18. 

If a deceased insured individual was survived by a spouse who was living with 
such individual at the time of his or her death, the surviving spouse may be 
eligible for a lump-sum death payment. If there is no such person, or such 
person dies before receiving payment, the lump-sum death payment is made to 
any person or persons equitably entitled thereto by reason of having paid the 
insured individual’s burial expenses, without regard to relationship. 


(C) MARITAL STATUS 


Marital status, like relationship to the insured individual, is determined by 
the law of the State of the insured person’s domicile or if such person was not 
domiciled in any State, by the law of the District of Columbia. 

Eligibility for husband’s and wife’s benefits is conditioned on the marital rela- 
tionship to the insured individual. 

Widow’s, widower’s, and mother’s benefits are payable only if the survivor 
has not remarried. 

A child must be unmarried at the time his or her application for child’s bene- 
fits is filed to be eligible for such benefits. 

*arent’s benefits are payable only to a parent who has not married since the 
death of the insured individual. 

A lump-sum death payment is payable on the basis of relationship to a wife 
or husband of the deceased individual if living with such individual at time of 
his or her death, 


(D) DEPENDENCY STATUS 


Actual or presumed dependency on the insured individual is a condition of 
eligibility for all secondary benefits except a lump-sum death payment based on 
payment of burial expenses. 

Wife’s and widow’s benefits, as well as mother’s benefits for a surviving 
spouse, are payable only if the claimant was “living with” the insured individ- 
ual, i. e., if they were living together in the same household, or she was receiving 
regular contributions from him toward her support, or he had been ordered by 
any court to contribute to her support. A wife must meet this requirement 
at the time her applicaton for benefits is filed; a widow must meet it at the time 
of her husband’s death. 

Mother's benefits are payable to a divorced former wife of an insured indi- 
vidual only if she was at the time of his death receiving at least one-half of her 
support from him pursuant to agreement or court order. 
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Husband's and widower's benefits are payable only if (1) the insured individual 
was both fully and currently insured, and (2) the applicant was “living with” 
the insured individual and was receiving at least one-half of his support from 
her at the time she became entitled to old age benefits or at the time of her 
death. Proof of such support must be filed within 2 years of the time to which 
it relates, even though other conditions of eligibility such as attainment of 
age 65 cannot be met until a later time. 

Parents’ benefits are payable only if the parent was receiving at least half 
of his support from the insured individual at the time of such individual's death, 
and filed proof of such support within 2 years thereafter, even though other 
conditions of eligibility such as attainment of age 65 cannot be met until a later 
time. 

Child’s benefits are payable only if the child was dependent on the insured 
individual at the time of filing application for child’s benefits or, if the individual 
bas died, at the time of his death. If the insured individual is the child’s father 
or adopting father the child is deemed dependent on him unless he was neither 
living with nor contributing to the child's support and (1) the child is neither 
the legitimate nor adopted child of such individual, or (2) the child has been 
adopted by another person, or (3) the child was living with and receiving more 
than half his support from his stepfather. If the insured individual is the child's 
stepfather the child is deemed dependent on him if such child was living with 
or receiving at least one-half of his or her support from such stepfather. If 
the insured individual is the child’s natural or adopting mother or stepmother 
the child is deemed dependent on her if she was living with or contributing to 
the support of the child and either (1) such child was neither living with nor 
receiving contributions from his father or adopting father, or (2) such child 
was receiving at least one-half of his support from her. If the insured individual 
was the child’s natural or adopting mother, the child may also be deemed depend- 
ent on her if she was a currently insured individual. 


(E) RELATED MATTERS 


The 2-year periods within which proof of support must be filed (in widower’s 
and parent’s claims) and within which application must be filed (in lump-sum 
death payment claims) are subject to minor exceptions growing out of conditions 
of war. 

In addition to the requirements as to quarters of coverage, family rela- 
tionship, marital status, and dependency elsewhere stated, the following eligi- 
bility conditions must be met for the following types of benefits : 

Old age, wife’s, husband’s, child’s, mother’s, parent’s, and lump-sum death pay- 
ment.—Filing of application. Application for the lump-sum death payment must 
be filed within 2 years after death of the insured individual. 

Widow’s and widower’s.—Filing of application; or, at the time of death of the 
insured individual, entitlement to wife’s or husband’s benefits for the month 
of such death on the basis of earnings of the insured individual. 

Wife’s, husband’s, widow’s, widower’s, mother’s, and parent’s.—Claimant must 
not be entitled to old age insurance benefits equal to or exceeding the secondary 
benefit payable on the basis of the earnings of the insured individual. (Sec- 
ondary benefits are reduced by the amount of any old age benefit to which the 
secondary beneficiary may be entitled.) 

Wife’s and husband’s benefits and child’s benefits when the insured individual 
is living.—The insured individual must be entitled to an old age benefit. 

Widow's, mother’s and parent’s benefits, and child’s benefits when the insured 
individual is deceased.—Death of the insured individual must have occurred after 
December 31, 1939. (Where death occurred after December 31, 1939, and before 
September 1, 1950, requirements as to quarters of coverage differ somewhat from 
those currently in effect.) 

Widower’s benefits and the lump-sum death payment.—Death of the insured 
individual must have occurred after August 31, 1950. (Lump-sum death pay- 
ments may also be made where death occurred after December 31, 1989, and 
before September 1, 1950, but under different conditions of eligibility.) 

Because the Railroad Retirement Act and the Social Security Act are coordi- 
nated, payment under the Railroad Retirement Act will in certain cases preclude 
the payment of benefits under the Social Security Act. 

3. What are the conditions of the retirement test as applied to beneficiaries, 
with distinctions as between income from wages and income from self-employ- 
ment? 
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(A) GENERAL 


If a beneficiary under age 75 renders services in employment covered by the 
Social Security Act for wages of more than $75 in any month, deductions are 
made equal to (1) any benefit or benefits which are payable to him or her, and 
(2) any wife’s, child’s, or husband’s benefits which are payable with respect to 
his or her wages and self-employment income. With respect to net earnings 
from self-employment, no deductions are made for earnings of $900 or less dur- 
ing a full taxable year of 12 months. For taxable years consisting of less than 
12 months, this basic exemption is proportionately reduced. For each $75 of 
net earnings above the exempt amount, deductions are made in the same way 
as for thee wage earner, except that no benefit deductions are made for any 
month in which he did not engage in self-employment or for other reasons speci- 
fied in (b) below. These provisions are subject to the provisions of section 203 
(h) of the Social Security Act, which limits the amount of deductions in cases 
where benefits have been reduced so as not to exceed the family maximum. 


(B) THE $75 PROVISIONS 


The “retirement test” for beneficiaries who earn wages operates on a month- 
for-month basis—i. e., the months in which the benficiary renders services for 
wages of more than $75 are the months for which deductions are made. 

The “retirement test” for the self-employed is based on yearly earnings, with 
adjustments to relate it to the payment of monthly benefits. Thus when a bene- 
ficiary is self-employed, his net earnings for the taxable year are charged ag 
follows: Net earnings not exceeding $75 times the number of months in the 
taxable year ($900 in the case of a full year) are prorated over the months in 
such taxable year ; the first $75 of any excess over such amount is charged to the 
latest month of such taxable year, the next $75 of such excess to the next pre- 
ceding month, and so on until all of the excess is charged, or until every montb 
to which a portion of the excess is chargeable has been charged with a part of 
such excess. However, net earnings in excess of $75 times the number of months 
in the taxable year are not chargeable to any month in which (1) the benefi- 
ciary was not entitled to a benefit, or (2) the beneficiary performed services 
for wages over $75 and thereby suffered a deduction, or (3) the beneficiary is a 
wife or widow under 65 years of age, or a former wife divoreed who suffers a 
deduction because she did not have in her care a child entitled to benefits, or 
(4) the beneficiary was 75 or over, or (5) the individual did not engage in self- 
employment. 

4. What are the conditions under which entitlement to benefits is terminated 
or the payment of benefits is suspended? 


(A) TERMINATION OF BENEFITS 


Death of the beneficiary terminates all benefits payable to him. Death of an 
old age beneficiary also terminates wife’s or husband’s benefits based on such 
beneficiary’s wages and self-employment income; however, the wife or husband 
in such case will ordinarily be immediately eligible for survivor’s benefits. 

Divorse a vinculo matrimonii from the old age beneficiary is cause for termi- 
nation of wife’s or husband’s benefits payable to such beneficiary’s spouse. 

Marriage of a beneficiary entitled to child’s or parent’s benefits, or remarriage 
of a beneficiary entitled to widow’s, widower’s, or mother’s benefits, is cause for 
the termination of such benefits. 

The beneficiary’s attainment of age 18 is cause for termination of child’s 
benefits. 

The adoption of a beneficiary entitled to child’s benefits (except for adoption 
by a stepparent, grandparent, aunt, or uncle subsequent to the death of the 
insured individual on whose wages and self-employment income such benefits 
are payable) is cause for the termination of such benefits. 

Wife’s benefits for a wife under retirement age and mother’s benefits are ter- 
minated when there is no child of the insured individual on whose wages and 
self-employment income such benefits are payable who is entitled to child’s in- 
surance benefits. Entitlement to mother’s benefits in the case of a former wife 
divorced of an insured individual also ends when no son, daughter, or legally 
adopted child of such former wife divorced is entitled to a child’s insurance 
benefit on the basis of the wages and self-employment income of such insured 
individual. 
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Any secondary benefit is terminated if the beneficiary becomes entitled to an 
old age insurance benefit equal to or exceeding the amount of the secondary 
benefit. Also, a mother’s benefit is terminated if the beneficiary becomes en- 
titled to a widow’s benefit. 

All benefits terminate with the month prior to the month in which the termi- 
nating event occurred. 


(B) SUSPENSION OF BENEFIT PAYMENTS 


The payment of benefits will be suspended to effectuate deductions caused by 
the employment or self-employment of a beneficiary under 75 years of age, as 
described in the answer to question No. 3 under “Eligibility provisions.” 

Payment of benefits will also be suspended to effectuate deductions from the 
benefits payable to a wife, widow, or former wife divorced if: 

(1) The wife, under retirement age, entitled to a wife’s insurance benefit, did 
not have in her care a child of her husband entitled to child’s insurance benefits; 
or 

(2) The widow, entitled to a mother’s insurance benefit, did not have in her 
care a child of her deceased husband entitled to a child’s insurance benefit ; or 

(8) The former wife divorced, entitled to a mother’s insurance benefit, did not 
have in her care a child of her deceased former husband who is her son, daughter, 
or legally adopted child and entitled to a child’s insurance benefit with respect 
to the wages or self-employment income of her deceased former husband. 

In such cases one month’s benefit is deducted for each month the beneficiary 
did not have such a child in her care. Moreover, the beneficiary is required to 
report such an event to the administration. Upon failure to report prior to the 
receipt and acceptance of a benefit for the second month following the month in 
which such event occurred, an additional deduction is imposed if the beneficiary 
had knowledge of such event. The amount of the additional deduction is equal 
to that imposed because the beneficiary did not have a child in her care, except 
that the first additional deduction imposed in the case of any individual for 
failure to report a deduction event shall not exceed an amount equal to one 
month’s benefit, even though the failure to report is with respect to more than 
one month. 

Benefit payments may also be suspended to effectuate an adjustment of an 
overpayment to an individual by withholding benefits payable te him until an 
amount equal to the amount of the overpayment has been withheld, or, if the 
overpaid individual dies before such adjustment is completed, by decreasing sub- 
sequent benefits payable with respect to the wages and self-employment income 
which were the basis of benefits of such deceased individual. 

On relatively rare occasions benefit payments must also be suspended to 
effectuate deductions for lump sums paid to living wage earners under section 
204 of the Social Security Act in force prior to August 10, 1939, or for certain 
unpaid employment taxes where the employee was over 65 in 1939, or for death 
benefits paid under early amendments of the Railroad Retirement Act on the 
basis of certain coal mining services. 

In addition, benefit payments may be temporarily suspended for administra- 
tive reasons, as where the payee receiving benefits on behalf of a child or incom- 
petent dies and no new payee has been designated, or where a check is returned 
by the post office as undeliverable. However, such benefits are paid when a 
new payee is designated or a proper address is obtained. 

5. What are the steps and procedures that are followed in the determination 
whether eligibility conditions are met and in the adjudication of protests of 
ineligibility determinations? 


(A) PROCEDURES FOLLOWED IN THE ORIGINAL DETERMINATION 


The local field office secures from the potential claimant or his representative 
information necessary to determine the type of claim involved and certain basic 
data about the wage earner and the claimants. It then provides the claimant 
with the forms and instructions necessary to the claim. While the claimant is 
securing proofs, the field office obtains his wage record from the Division of 
Accounting Operations in Baltimore and, in addition, secures from employers 
any unposted wages needed in benefit computation or to establish insured status. 

When the claim is fully documented, the field office examines the evidence and 
determines that there is entitlement and the amount of benefits payable or that 
disallowance is appropriate. This determination is based upon the act and regu- 
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lations and upon policy determinations made by the central office in conformance 
with the act and regulations. The main instructional document containing 
these materials is the Claims Manual, copies of which are maintained in each 
field office. 

The claim is sent from the field office to 1 of the 6 area offices (New York, 
Philadelphia, Birmingham, Chicago, Kansas City, or San Francisco) for review 
of the determination of entitlement or disallowance and, in the former case, 
for certification to the Treasury Department of the amount payable; and for 
the establishment of the basic control records for recurring payments. 


(B) RECONSIDERATION OR REVIEW OF THE ORIGINAL DETERMINATION 


At the time the claimant is provided with the decision of award or disallow- 
ance, he is also given notice of his right to reconsideration by the Bureau and of 
his statutory right to a hearing if he is dissatisfied with the determination or 
any part of it. The reconsideration is a Bureau review, made in the area office, 
of the record or of the record and any new evidence the claimant desires to 
submit. The claimant may request a reconsideration at any time within 6 
months after the Bureau's determination of award or disallowance is mailed to 
him. After reconsideration, or without it, he may request a hearing before a 
referee of the Appeals Council. This may also be on the record or with addi- 
tional evidence, whether documentary or the oral statements of the claimant 
and witnesses he desires to have called. 

Wherever the claimant is dissatisfied with the referee’s decision, he may ask 
for review by the Appeals Council. After the Appeals Council has disposed of 
the case, the claimant may commence a civil action in the Federal court to 
review this final disposition. 
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Chairman Curtis. Mr. Ball, is the word “domiciled” defined in the 
Social Security Act? 

Mr. Batu. I do not believe it is a defined term, Mr. Curtis. Domi- 
ciled is not a defined term, is it Mr. Packer? 

Mr. Packer. No. 

Chairman Curtis. Is it the common law meaning? 

Mr. Baut. Briefly, would you want to state what domiciled means, 
Mr. Packer? 

Mr. Packer. Domicile, in the ordinary concept of the term, is the 
place the individual regards as his home or the place to which he 
intends at all times to return. It remains his domicile until such time 
as he evidences a clear intention of changing it, by residing in another 
place. In most instances there is absolutely no difficulty in determin- 
ing the domicile of an individual. Most people are born, live, work, and 
die in the same State. 

Chairman Curtis. Are there any questions before we proceed with 
Mr. Winn’s questions? If not, you may proceed, Mr. Counsel. 

Mr. Winn. Mr. Chairman, at this time I would like to have marked 
in evidence as exhibit 78 the chart which is on the easel. I 
would like also to have marked as “Exhibit 79” a table which is entitled 
“Amount and Percent Distribution of OASI Monthly Benefits Paid, 
by Selected Age Groups and by Calendar Year, 1940-53.” The 
amounts which are stated in the table were furnished by the Bureau of 
Old Age and Survivors Insurance. The amounts which are given in 
the second pair of columns, that is, under “65 years and over,” pre- 
sent a computed set of figures in that both primary and some secondary 
benefits were added in order to determine the benefits paid to persons 
65 years and over. The percentages which are shown were computed 
by the staff of the subeommittee. The chart entitled “OASI Benefits 
to Children, Mothers, and the Aged Are Now About Three Billion 
Annually” has been offered as exhibit 78 and is derived from the in- 
formation on the table which has been offered as exhibit 79. 

Chairman Curtis. Without objection they will be received. 

(The chart and table referred to, marked “Exhibits 78 and 79,” 
follow :) 
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EXHIBIT 79 


TABLE 48.—Amount and percent distribution of OASI monthly benefits paid, by 
selected age groups and by calendar year, 1940-53 * 





A unts in millions} 
4 mount and percent of total annual benefits paid to or on behalf of individuals by age 
Calendar year Total 65 years and over 18-64 years Under 18 years 





| Amount | Percent | Amount Percent | Amount | Percent | Amount | Percent 
| 








1940 $28.9 100. 0 $21. 2 73.4 | $3.0 10.3 $4.7 16.3 
1941 ? ; 80. 6 100.0 | 57.1 70.8 | 8.9 11.0 14.7 | 18.2 
1942 ; 122.0 | 100.0 | 85. 2 69.8 | 13.4 11.0 23.4 | 19.2 
1943__ 155.0 100.0 | 106.3 | 68. 6 | 16.8 | 10.8 31.9 | 20.6 
_, : 196.0 | 100.0 | 133.0 67.9 | 21.0 10.7 | 41.9 | 21.4 
1045...... ; 261. 6 100. 0 177.5 67.9 | 28.0 10.7 56. 1 21.4 
1946__. ais 360. 4 | 100.0 | 257.9 71.6 | 33. 1 9.2 | 69. 4 19.2 
1947_. eet 452.9 100.0 | 336. 0 74.2 35.3 7.8 81.6 | 18.0 
1948__.... pe 543. 6 | 100. 0 | 414.0 | 76. 2 | 37.7 6.9 91.9 | 16.9 
ae, 655. 9 100. 0 513.8 78.3 40. 2 6.1 101.9 15.6 
1950... -| 1,018.1 | 100. 0 810. 6 79.6 52. 6 5.2 154.9 | 15. 2 
1951__- : 1, 884. 5 100.0 1, 517.6 80. 5 85.7 4.5 | 281.2 | 14.9 
1952__.. a 2, 229. 0 100.0 | 1,808.2 81.1 97.0 4.4 | 323.7 | 14.5 
1953 3__ ccienasnenl ee 100.0 | 2,406.2 82.7 | 115.7 | 4.0] 385.5} 13.3 








' 


1 Amount of monthly benefits certified for payment. , 
2 Estimated at twice the amount of monthly benefits certified for payment January-June, 1953. 


Source: For data, appendix I, table 107, p. 1107. 


Mr. Winn. Mr. Ball, referring to the chart on the easel, which is 
exhibit 78, can you tell us how many millions of dollars were paid to 
OASI beneficiaries in 1952? 

Mr. Batu. $2,229 million. 

Mr. Winn. How many millions of dollars were paid to OASI bene- 
ficiaries in 1953 using for 1953 the estimated amount of twice the Jan- 
uary through June 1953, figures? 

Mr. Batu. $2,907,500,000. 

Mr. Winn. From exhibit 78 would you say that monthly OASI 
benefit amounts have sharply increased since monthly benefits were 
first paid in 1940? 

Mr. Baxi. Yes, Mr. Winn. 

Mr. Winn. Would you agree that this rapid increase has been partly 
due to the increase in the number of beneficiaries as more and more 
people have met the eligibility requirements and also because of the 
increase in the size and type of benefits paid ? 

Mr. Batu. Yes. Both factors are important. 

Mr. Winn. Will you explain briefly how the increase in the monthly 
amount of benefits paid has in large measure been due to legislative 
action ¢ 

Mr. Baty. Mr. Winn, your question is limited to the change in the 
average monthly amount of the benefit, not to the total paid out, which 
also reflects the additional number of people? 

Mr. Winn. That is right. 

Mr. Batu. Just as to the average amount. There is very little in- 
crease in the average old-age benefit between 1940 and 1950. The only 
major factor leading to any increase in the average during those years 
was the passage of time and the increment of 1 percent for each year 
that a person got credit for. However, the 1950 recommendations pro- 
vided a direct increase in benefits for persons on the rolls, which 
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averaged about 7714 percent, and the new formula provided by the 
1950 amendments became really effective about the middle of 1952 and 
that permitted benefits to be based on recent wages which by and large 
and on the average were higher. You were allowed to use wages after 
1950, which on the average were higher than wages in the 1940's. 
That was another factor. The new formula was a more liberal for- 
mula as well as the increases provided for those on the rolls by the 
1950 amendments. Another factor in the higher level of awards to 
persons coming on the rolls in 1952 was the expanded coverage of the 
program. As ‘indicated in earlier testimony, the people who move in 
and out of the system by reason of going into noncovered employment 
have lower benefits. After you extended cover age to those new occupa- 
tions such persons had a full wage record and their benefits were higher. 

The 1952 amendments then in addition provided a direct increase in 
benefit amounts of 1214 percent or $5, whichever was larger, for the 
retired workers on the rolls, and other beneficiary types got pro- 
portionate increases, that is, the wife got one half of that amount and 
so on. At the same time in the 1952 amendments the formula was 
revised by increasing the first step from 50 percent to 55 percent, 
that is, to 55 percent of a hundred dollars of the average monthly 

wage. 

Mr. Wrixn. Without repeating what you said about the new start and 
the effect of the wage level on that, could you explain briefly how the 
increase in the monthly amount of benefits paid also has been due 
in part to a continuously rising wage level ¢ 

Mr. Batt. What I already said is really the major part of it, that is, 
by the new start formula you were allowed to base the new benefit 
formula on an average computed after 1950 and by and large average 
wages after 1950 are higher than if you have to go back and compute 
them after 1936 with the lower wages in there. Also there is the 
factor that the maximum wage base was raised from $3,000 to $3,600 
and with rising wages, of course, there has been an increasing number 
of people who have had wages over the maximum wage base. As a 
matter of fact, even with the wage base set at $3,600, well over half of 
the regular male workers under the program, that is four quarter 
workers, now have wages in excess of that $3,600 figure, so that raising 
from $3,000 to $3,600 was also a factor in increasing the benefit 
amounts. 

Mr. Wry. It is also true, is it not, Mr. Ball, that in a period of 
rising wage levels, those rising wages over the quarters have an effect 
on the result and the average wage? 

Mr. Batu. Would you say that again? 

(The reporter then read the question.) 

Mr. Batu. Yes. 

Mr. Wry. In other words, a job which is a $100-a-month job, which 
becomes a $200-a-month job as a result of rising wage levels, is going 
to give the worker an average of possibly $150 a month? 

Mr. Batt. Yes, indeed, and the particular effect of that in the 1950 
amendments was that you were allowed to drop off those lower wages 
of $100 and just base it on the new higher wage, but even without that 
your point is correct that you would have some effect by averaging in 
the higher wages of recent times. 
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Mr. Winn. If there should be a business recession what woulda 
happen to the amount of monthly benefits paid to OASI bene- 
ficiaries ? 

Mr. Bauv. Again, we are speaking here of not the total amount paid 
out by the program, but of the monthly benefit amounts to individuals, 
the average? 

Mr. Winy. I think we are talking about the total now. 

Mr. Baty. All right. I think maybe the first thing, if you are 
thinking of the effect on the beneficiaries on the rolls, is that we would 
expect that a recession would bring more people on than would other- 
wise be true, that more workers would retire at 65 or at least be out 
of work and unable to get work, so that you would have more people 
coming on the rolls. I might say, though, that as far as the amount 
of benefit that people would get, for those already on the rolls there 
would be no effect. I am sure that is clear, but I just wanted to pin 
that down. The benefit rate for new awards would probably continue 
at about the same level for a period of time, but then it might drop 
somewhat. It would drop for two reasons: More people would have a 
period of unemployment in their wage record and that would pull down 
the average. If the recession lasted long enough, I suppose also one 
would expect that there might be a decrease in wage levels, and if that 
were true then you would have a depressing effect on the average 
monthly wage by averaging in the lower wages of recent times with 
the higher wages of earlier times. The extent to which a recession 
would actually cause a drop in wages is a matter of some speculation. 

Mr. Winn. A continued period of high or even higher employment 
might result in a lower overall burden on the system because more 
people would then possibly stay at work; is that true, Mr. Ball? 

Mr. Batu. That is correct. 

Mr. Winn. Taking all these things into consideration, do you think 
that if there were no legislative action taken to increase the amount 
or type of OASI benefits the millions of dollars which would be paid 
to OASIT beneficiaries in 1954 would be greater than the amount to 
be paid to them in 1953. 

Mr. Bau. Yes, that would be true in any event, under any set of 
conditions. 

Mr. Winn. Do you agree with the following quotation in the 13th 
Annual Report of the Board of Trustees of the Federal Old-Age and 
Survivors Insurance Trust Fund, p. 17: 

The 1952 legislation provided for a further increase in benefits. As a conse- 
quence of these and other provisions benefit disbursements during the 5 fiscal 
years 1953-57 will be on a much higher level than the benefit disbursements 
made under the old law. 

Mr. Batu. Yes,I do. It is, of course, clear that the old law that is 
being referred to is the 1939 law. It is not the difference between 
1952 and 1950 that makes the big difference. It is the difference be- 
tween the combination of 1950 and 1952 and the old law of 1939, 

Mr. Winn. Referring again to the chart which is exhibit 78, are 
OASI benefits paid only to those individuals who are 65 years or older ? 

Mr. Batu. No, Mr, Winn. 

Mr. Wiyyn. I would like you to look at exhibit 79, the table which 
contains the figures on which the chart was based. What percent. of 
the total amount of OASI monthly benefits paid in 1952 was paid to 
individuals 65 years and over? 


ANALYSIS OF THE SOCIAL SECURITY SYSTEM 589 


Mr. Bau. 81.1 percent. 

Mr. Winn. And what percent was paid in 1944 to individuals 65 
years and over ? 

Mr. Baw. 67.9 percent. 

Mr. WINN. And what percent was paid in 1940 to individuals 65 
years and over? 

Mr. Batu. 73.4 percent. 

Mr. W1ny. I notice that from 1943 on an increasing percentage of 
OASI monthly benefits was paid to individuals 65 years and over. 
Why do you think this has been so, Mr. Ball ? 

r. Batu. In general terms, first of all it is clear that it is because 
the aged insured population has grown relatively more rapidly than 
the entire insured population. The reason for that, I think, is really 
oe these lines: As to the benefits to the group 18 to 64 years, their 
eligibility arises from the work of current workers, men and women 
of working age below 65, so that when the system has been going for 
a relatively short time that group of people have what we call insured 
status. Therefore, you would expect the insured status of that group 
to be near maximum fairly soon. In the case of people who are in 
the older age groups, on the other hand, the great majority of them 
when the system starts out are already retired and as time goes on a 
greater and greater proportion of the aged group are serene etl you 
would expect a continual increase in the proportion of aged benefits in 
the program, whereas you would not expect anything like the same 
increase for the group between ages 18 and 64. I am talking in terms 
of broad tendencies here rather than trying to be exactly precise. I 
think that in general would be the reason why you will have an increase 
in the proportion of population 65 and over as against those at younger 
ages on a proportionate basis. 

Mr. Winn. This is not a condition that will continue indefinitely. 
Eventually you will reach the point where the saturation of the aged 
is the same proportionately as the saturation of those of the younger 
groups. 

Mr. Bat. Yes. 

Mr. Wrnvn. In the years that we have behind us however, would the 
application of the new start formula have anything to do with 
increasing the benefits to persons over 65 ? 

Mr. Batzt. Yes. You would have accelerated a basic trend. 

Mr. Winn. Will you explain how individuals 18 through 64 years 
old become eligible for monthly OASI benefits ? 

Mr. Batu. The only individuals aged 18 through 64 who can qual- 
ify for monthly OASI benefits are the wife of an old-age insurance 
beneficiary who is living with the beneficiary and who has in her 
care a child under age 18 entitled to child’s benefits on the husband’s 
record; the unremarried widow of an insured deceased individual 
who was living with the decedent and has in her care a child of the 
decedent entitled to child’s insurance benefits; the unremarried and 
former wife divorced of an insured deceased person, provided she was 
receiving pursuant to an agreement or court order, at least one-half 
of her support from the decedent at the time of his death, and she 
has in her care a child of the decedent and such child also being her 
son, daughter, or legally adopted child, entitled to child’s benefits on 
the basis of his record. The one requirement common to all these 

38458—54—pt. 4 —10 
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cases, it will be noted, 1at the woman must have a child beneficiary 
in her care 
In summary—a wife with a child under 18 in her care, a young 


widow, that is a widow under age 65, with a child in her care, and a 
former wife divorced with a child in her care. 

Mr. Winwn. Referring to exhibit 79, what percentage of total 
monthly OASI benefits in 1940 was paid to individuals 18 through 
64 years of age? 

Mr. Batu. 10.3 percent. 

Mr. Winn. And in 1944 for this same group? 

Mr. Batx. 10.7 percent. 

Mr. Winn. And in 1952 for the same group? 

Mr. Bax. 4.4 percent. 

Mr. Winn. Explain if you will how individuals under 18 years of 
age become eligible for OASI monthly benefits? 

Mr. Bau. The only individual under 18 years of age who can be- 
come eligible for monthly OASI benefits is the dependent unmarried 
child of either an old-age insurance beneficiary, or of an insured 
deceased worker. 

Mr. Winn. What percentage of the total OASI monthly benefits 
was paid to or on behalf of individuals under 18 years in 1940? 

Mr. Bax. In 1940, 16.3 percent. 

Mr. Winn. And in 1944? 

Mr. Batu. 21.4 percent. 

Mr. Winn. And in 1952? 

Mr. Bauu. 14.5 percent. 

Mr. Winn. 9 <ing at exhibit 79, which is the table, would you say 
that over the years about three- fourths of total OAST monthly bene- 
fit amounts were paid to those 65 years and over? 

Mr. Baty. Yes, Mr. Winn. 

Mr. Winn. Do you expect that the slight upward trend in the per- 
cent of total monthly benefits going to individuals 65 years ‘and 
over will continue? 

Mr. Bau. Yes. 

Mr. Winn. How do you arrive at this conclusion ? 

Mr. Baty. The two factors are really the steadily increasing num- 
bers of aged persons in the population, plus the fact that, as ‘T have 
suggested before, a greater and greater proportion of those indi- 
viduals will be insured—that when they reach 65 they will have worked 
long enough in covered employment to be insured. 

Mr. Winn. Mr. Chairman, at this time I would like to offer as an 
exhibit for the record, to be marked “Exhibit 80,” a chart in the form 
of a map entitled “Federal OASI Cash Payments to the Aged in 1952.” 

Chairman Curtis. Without objection it is so ordered. 

(The chart referred to, marked “Exhibit 80,” follows :) 
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SHOWING AMOUNT. NO. OF RECIPIENTS & AGED POPULATION 
IN EACH STATE 






FEDERAL OAS! CASH PAYMENTS TO THE AGED IN 1952 





(includes $ 6 million to wives .under age 65) 


R OAS! Aged Recipients in THOUSANDS 
S$ Federal OAS! Payments to Aged IN MILLIONS 


AP Aged Population in THOUSANDS 


Mr. Winn. I now offer as exhibit 81 a table entitled “Estimated 
Population Age 65 years and over, Number of Aged OAST Benefi- 
ciaries and Total Amount of OSAI Benefits Certified for Payment to 
Aged Persons, by State, 1952.” The data which are the estimated 
population age 65 or more as of July 1, 1952, were estimated by the 
United States Department of Health, Education, and Welfare, Bureau 
of Public Assistance, and the estimates were made by them on avail- 
able census data. - The number of aged beneficiaries as of December 31, 
1952, and the estimated total amount of monthly benefits certified for 
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payment to aged beneficiaries were supplied to the staff by the Bureau 
of Old Age and Survivors Insurance. The map which has been re- 
ceived as exhibit 80 is based on the data contained in the table which 
I would like to have marked “Exhibit 81.” 

Chairman Curtis. Without objection it is so ordered. 

(The table referred to, marked “Exhibit 81,” follows:) 


Exuistr 81 


TABLE 49.—EHstimated population age 65 years and over, number of aged OASI 
beneficiaries and total amount of OASI benefits certified for payment to aged 
persons, by State, 1952 

; mew - 
Estimated total 
| amount of 


monthly benefits 
certified for pay- 


Estimated | Number of 
population | aged bene- 
age 65 or more, ficiaries, 


cone age ment to aged 
1082 ? } 1952 :” beneficiaries, 
952 906 | ¢alendar year 

| 1952 2 











United States........... s 13, 108, 345 | 3, 826, 219 $1, 794, 124, 000 
Alabama : — oie 214, 780 | 44, 186 | 17, 841, 000 
Arizona ian ‘ ad 49, 669 | 13, 893 6, 212, 000 
Arkansas. -- awa “ i 159, 736 28, 751 | 10, 315, 000 
California _ 4 977, 672 331, 317 158, 264, 000 
Colorado... .- . a 122, 408 31, 194 13, 757, 000 
Connecticut... - 74, 144 39, 530, 000 
Delaware 9, 235 4, 535, 000 
District of Columbia 14, 145 6, 657, 000 
Florida. 92, 609 41, 474, 000 
Georgia : 43, 886 17, 544, 000 
Idaho ‘ ; x 11, 418 4, 525, 000 
Illinois__-- 804, 33 246, 503 121, 105, 000 
Indiana ‘ . 380, 113, 651 51, 459, 000 
lowa . — 285, 2 56, 826 | 22, 673, 000 
Kansas . i — 203. 40, 018 | 15, 872, 000 
Kentucky ---. oan ; " = 246, 37! 51, 483 21, 179, 000 
Louisiana : ; 192, 38, 387 15, 925, 000 
Maine ; note ‘ elation 96, 98 35, 524 15, 931, 000 
Maryland ‘ ie 174, 26 51,717 24, 574, 000 
Massachusetts ae 493, 189, 191 95, 929, 000 
Michigan 496, 7: 170, 795 82, 672, 000 
Minnesota . é 283, 62 67, 802 29, 779, 000 
Mississippi--.. 7 162, 20, 401 7, 327, 000 
Missouri : 42%, 44, 709, 000 
Montana... 54, 2° 5, 605, 000 
Nebraska 5 | 9, 462, 000 
Nevada > 1, 731, 000 
New Hampshire _. ad 60, | 10, 292, 000 
Note Sines 424, 83, 014, 000 
New Mexico : 35, 2, 541, 000 
New York 1,< 234, 988, 000 
North Carolina : 7 243, 19, 940, 000 
North Dakota . 5l, 2, 218, 000 
Ohio ; Surin 752, 119, 161, 000 
Oklahoma 206, 02 14, 593, 000 
Oregon 142, 23, 893, 000 
Pennsylvania 941, 169, 803, 000 
Rhode Island 74, 16, 413, 000 
South Carolina. .....-- 124, 9, 112, 000 
South Dakota-... 58, 5: 3, 081, 000 
Tennessee * 251, 680 18, 952, 000 
Texas 4 $4 debe din<dds boar 557, 148 } 41, 916, 000 
Utah Va ; 45, 785 5, 347, 000 
Vermont . ; 41, 198 5, 253, 000 
Virginia jm seae ws ; i 229, 918 22, 574, 000 
Washington : a 227, 949 37, 921, 000 

irginia_.... ‘ 148, 538 21, 321, 000 
Wisconsin i 327, 144 43, 096, 000 
Wyoming eI phbod se 19, 188 2, 109, 000 





Estimated by U. S. Department of Health, Education, and Welfare, Social Security Administration, 
Bureau of Old-Age Assistance based on available census data, 

2 Excludes 33,784 “young wives” under age 65 and an estimated $6.0 million certified for payment in 1952 
to ‘young wives” for;which State distribution is not available. 


Source: For data, see appendix I, tables 101, 104, and 102, pp. 1099, 1104, and 1100, 


respectively 
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Mr. Winn. Mr. Ball, exhibit 80 is a map of the United States which 
shows for each of the States the number of individuals 65 years and 
over, the number of individuals 65 years and over who are receivin 
monthly OASI benefits, and the amount of money paid as OAST 
benefits, to individuals by their state of residence in 1952. I would 
direct your attention particularly to the States of Massachusetts and 
Michigan. According to the exhibit these States have approximately 
the same number of aged people, 493,000 in Massachusetts and 497,000 
in Michigan, is that correct ? 

Mr. Batu. Yes, Mr. Winn. 

Mr. Winn. How many aged OASI beneficiaries are there in each 
of these States? 

Mr. Batu. There were 189,191 beneficiaries in Massachusetts and 
170,795 in Michigan. 

Mr. Winn. How much was paid to the aged OASI beneficiaries in 
each of these States in 1952¢ 

Mr. Bay. $95,929,000 in Massachusetts and $82,672,000 in Michigan. 

Mr. Winn. Why do you think that the number of aged OASI bene- 
ficiaries in Massachusetts and the total amount of money received by 
them under the OASI program differs so little from the number of 
aged OASI beneficiaries in Michigan and the amount of OASI 
moneys received by the latter? 

Mr. Batu. The number of aged beneficiaries in a State depends 
on several factors. The major factor of course is the number of aged 
people with insured status. This in turn depends on the amount of 
covered employment in the State and the amount of migration of 
older people into and out of the State. Other relevant but less im- 
portant factors might be differences in mortality, marital status and 
retirement practices within a State. I might say in addition that wage 
rates within the State, of course, affect the total amount of benefits 
that would be paid, even though it would have very little affect on 
eligibility. I might say that in Michigan as compared to Massachu- 
setts, indicated, the number of aged people is nearly the same and the 
fact that the number of beneficiaries in the two States is also very close 
might lead one to expect that these other factors that I have suggested 
are also close, too. 

It is interesting to notice, however, that in Michigan the number of 
workers at all ages in covered jobs in 1950 was considerably higher 
than in Massachusetts, but the reverse is true for the number of people 
over 65 still at work in covered jobs. The situation described, there- 
fore, may not continue. 

Mr. Winn. Florida and Iowa also have approximately the same 
number of individuals over 65 years of age, 265,000 and 285,000 re- 
spectively. How many aged OASI beneficiaries are there in each 
of these States? 

Mr. Batt. There were 92,609 aged beneficaries in Florida and 56,826 
aged beneficiaries in Iowa. 

Mr. Winn. How much eer was paid to the aged OASI recipients 
in each of these States in 1952 

Mr. Batu. $41,474,000 in Florida, and $22,673,000 in Iowa. 

Mr. Winn. Why do you think that in this instance the number 
of aged OASI beneficiaries in Florida and the total amount of OASI 
dollars received by them are so much greater than the number of aged 
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OAST beneficiaries in Iowa and the total amount of OASI dollars 
received by those in Iowa, Mr. Ball? 

Mr. Batu. I think that some of the factors might include these: 
That in Florida the number of people over 65 still at work in covered 
jobs in 1950 was considerably lower than in Iowa. As a matter of 
fact, it was 18,000 as compared with 25,000. In addition, there were 
more covered workers at all ages in 1950 in Florida than in Iowa, 
just more covered employment there. Actually, that was 790,000 in 
covered jobs as compared with 610,000. Both of those factors would 
make for more beneficiaries in Florida than Iowa. In addition to 
that, of course, we know that there is a considerable amount of migra- 
tion to Florida of older retired people. I do not have any definite 
figures on the size of that. 

Mr. Winn. The State of New Hampshire has 60,000 individuals 
65 years and over and the District of Columbia has 61,000 in the same 
age group. How many aged OASI beneficiaries are there in New 
Hampshire and in the District of Columbia respectively ? 

Mr. Bau. 22,003 in New Hampshire and 14,145 in the District of 
Columbia. 

Mr. Winn. How many OASI dollars were paid to aged OASI 
recipients in New Hampshire and the District of Columbia, respec- 
tively, in 1952? 

Mr. Batu. $10,292,000 in New Hampshire and $6,657,000 in the 
District of Columbia. 

Mr. Winn. So apparently we have again a situation where although 
these two areas have approximately the same numbers of aged indi- 
viduals there is a sizable difference in the number of their aged who 
are receiving OASI benefits. Would you conclude, even from con- 
sideration of such a small number of comparisons that we have made, 
that the number of aged 65 years and over in a State does not neces- 
sarily have a consistent relationship to the amount of OASI moneys 
paid to the aged within that State? 

Mr. Batu. Certainly. All those other factors that we talked about 
are important. You might just be interested to know that in the 
District of Columbia you actually have a larger covered labor force 
than in New Hampshire. That was true even before the coverage of 
temporary Federal employees. I think the main fact that makes for 
this difference between the District of Columbia and New Hampshire 
is probably that to a considerable extent people working in the District 
of Columbia live in Virginia and Maryland and get counted as bene- 
ficiaries in Virginia and Maryland, so you have that factor which is 
different than in these other situations. 

Mr. Winn. Would that not be offset by the fact that presumably 
the aged population over 65 also lives to the same degree in Maryland 
and in Virginia? 

Mr. Bax. No, I do not see how that would quite offset this, Mr. 
Winn. 

Mr. Winn. What you are saying is then that a larger proportion of 
the aged over 65 who are drawing OASIT benefits live in the metro- 
politan area, but outside of the District of Columbia, than do the aged 
over 65 generally ¢ 

Mr. Bauu. What I intended to say was that with respect to the 
covered employment in the District of Columbia, a very large number 
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of the people so employed live outside of the District. This means 
that while the numbers in covered employment in the District would 
be high, it means also that the number of people over age 65 and 
retired might be less because of the fact that so many covered workers 
do live outside of the District of Columbia. 

Mr. WINN. Might also the rather prevalent Federal employment 
in the District of Columbia and the civil-service retirement provi- 
sions have something to do with the disparity so far as the District 
of Columbia is concerned ? 

Mr. Batu. Yes. 

Mr. Winn. People who but for the civil-service system would be 
drawing OASI benefits possibly, persons over 65, because they have 
worked in the Government and because they have civil-service retire- 
ment are included in the group over 65, but not in the group which 
are drawing OAST benefits? 

Mr. Batu. Yes; I think that might be a factor. 

Mr. Wixy. In your statement, Mr. Ball, you discussed briefly how 
the primary benefit amount of a wage earner, the benefits on which 
all other types of OASI benefits are based, is computed. It appears 
to be a fairly complex matter involving decisions as to what are 
covered wages, what are the starting and closing dates for adding 
up both total covered wages and the total number of months, com- 
puting the average monthly wage, the determination of what method 
of computation to use, and so forth; is that correct ? 

Mr. Bax. That is correct. Certain cases can be quite complicated. 

Chairman Curtis. At that point I want to read a letter addressed 
to the Honorable Wingate Lucas, of Texas, from a gentleman living 
in Alvarado, Tex., dated March 26, 1952. I quote: 

I am employed by the Leary-Martin Drug Co. in Alvarado. About a year ago 
two representatives from the Federal Security Agency, Ft. Worth, came to 
the store and said they wanted to give me some money to which I was entitled 
on account of being over 75 years of age. Well, being human as well as in need, 
I could not see any good reason for refusing money if I was entitled to it, so 
I have been receiving monthly payments of $30.70 and continued to work some 
on my job as prescription clerk, and paying in more social security while doing so. 

In accordance with my understanding the amount could be increased to the 
extent paid into the fund and participate in the higher benefits brought about 
by changes in the law. With this in mind I visited their headquarters in 
Fort Worth a few days ago and was told that no change could be made, that 


I had made the mistake of not refusing this $30.70 payment, and now I could 
draw $52 per month. 


As I understand, the facts in this letter with reference to the benefits 
are quite plausible and in support of this I read from section 
147.5 of volume 1 of the Claims Manual. I quote: 


Age 75 in lieu of deduction requirement. W/E (wage earner) may qualify for a 
work recomputation if he does not meet the 12-month-deductions requirements 
only under the following conditions: 

(a) He attained age 75 in or before the month of filing application for work 
recomputation ; and 

(b) The PIA (primary insurance amount) formula was not previously con- 
sidered in figuring his old age insurance benefit. 


Going on with this it says: 


In effect, this provision permits a beneficiary on the rolls who could not other- 
wise have his benefit recomputed under the PIA formula because attainment 
of age 75 precluded imposition of deductions to have one recomputation under 
the PIA formula, provided he has met the other requirements of 6 QC (quarters 
of coverage) after 1950 and filing of an application. 
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Example: Michael, born March 3, 1877, filed for his OAIB in April 1952. He 
has been steadily employed since 1987, and is continuing to work. Since he had 
acquired 6 QC after 1950, Michael’s OAIB was figured under both the revised 
PIB and the PIA formula. The revised PIB formula yielded the higher benefit, 
$66, and that amount was paid beginning March 1952. No payment could be 
inade for the other months in the retroactive period (October 1951, through 
February 1952) because Michael exceeded the earnings limitation in those 
months. 

On July 6, 1953, Michael terminated his employment and filed application for 
work recomputation. His application must be disallowed: he cannot qualify 
under the 12-month deductions requirement (only 5 such months—October 1951 
through February 1952—can be counted) ; and he does not meet the tests under 
the age-75 exception—although he is over age 75, the PIA formula was previously 
considered in figuring his OAIB. 

Had Michael originally filed in March 1952, he could now qualify for a work 


recomputation under the age-75 rule. The PIA formula could not have been 
considered in March 1952, since he would not have acquired 6 QC after 1950 at 
that time. 

I read that into the record only to illustrate the extreme complexity 
of the Social Security Act and how it affects individuals who may be 

caught in the gears of all that 1: anguage and administration. I do not 
know how Michael understood it, but I do not very well. 

Mr. Batu. Mr. Chairman, if I follow the letter correctly that you 
read, that would be a different situation from the one in the Claims 
Manual and I believe the 1952 amendment would result in a recompu- 
tation for the individual in the letter, but I would have to look at it 
to be sure. 

Mr. Mras. I think Mr. Ball might be right except for the fact, as 
I understand the letter, he did not have 6 quarters of coverage after 
1950. 

Mr. Batu. He did not? 

Mr. Mus. That is the way I understand it. Let us be clear on 
that. I think somewhere along there, Mr. Curtis, you read he did 
not have 6 quarters of coverage ? 

Chairman Curtis. That is not in the example case. That is taken 
from the manual. The man does not say just what it was. You can- 
not tell from the letter what it was. 

Mr. Mitts. I misunderstood. If he had as much as 6 quarters after 
1950 it could be recomputed under the 1952 formula. 

Mr. Batu. Yes. 

Chairman Curtis. Everytime we have used the name of the writer of 
a letter we have obtained permission. This letter came to Mr. Lucas. 
We might advise Congressman Lucas to have the man refile or else 
have a letter of complete detail sent out. 

Mr. Bau. If there are six quarters of coverage after 1950 in that 
case, then he could refile. I am still not sure whether one could tell 
from the letter. 

Mr. Winn. Mr. Ball, are you familiar with the Claims Manual, a 
two-volume loose-leaf book, used by the Bureau of Old Age and Sur- 
vivors Insurance staff throughout the United States in making deci- 
sions in regard to claims for ‘OASI benefits? 

Mr. Batu. Yes, I am. 

Mr. Winn. About how many pages 814 by 11 inches in this manual 
are included in the sections, Computations and Recomputations, and 
Wages. 

Mr. Bax. About 160, I believe. 
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I might say, Mr. Winn, on that Claims Manual that has come up 
now several times, this is a group of internal instructions, you under- 
stand, for our Claims personnel throughout the country and it con- 
tains illustrations of case situations as well as detailed explanations 
growing out of the regulations in the law itself. I just wanted to say 
to the members of the committee that we are really quite proud of the 
appeared we have taken in that manual to insure the equal treatment 
of people under the law regardless of where they file their claims or 
who they come in contact with. Our people all over the country have 
the same approach to problems as a result of that manual. 

Chairman Curtis. Mr. Ball, your point is well taken. It is what 
Congress does that makes the Claims Manual simple or complex; is 
that not right ? 

Mr. Batu. That is true. 

Chairman Curtis. You have to write the manual to fit the law. 

Mr. Batu. Yes, sir. 

Chairman Curtis. I do not assume that we would be writing the 
law to fit the manual. 

Mr. Winn. The illustrations that are used are to help make the 
provisions of the law less complicated, are they not, Mr. Ball? 

Mr. Batu. Make them clear. 

Mr. Winn. That is right. And they do help make them clear; do 
they not? 

Mr. Batt. I believe they do. 

Mr. Winn. Do you think that the relative importance of fringe 
benefits as a form of compensation in the United States wage struc- 
tures means that decisions as to what items are to be considered wages 
are important in determining the sizes of many persons benefit 
amounts? 

Mr. Batu. Yes, I think that is of increasing importance. 

Chairman Curtis. I have had a letter from the Tnnaehin William 
L. Springer of Illinois which was sent to him by an individual residing 
in Decatur, Ill., dated November 18, 1952. Incidentally, that same 
individual has corresponded with me a time or two. Here is his letter 
to Congressman Springer: 

My employer has a sickness benefit policy which is enclosed. 

During a recent illness I noticed that my employer was not making social 
security deductions from my weekly checks. Upon inquiry I was told that this 
was according to law. I am going to be 65 in December 1953, and plan to retire. 
It appears that if my annual income, exclusive of income received while sick, 
falls below $3,600 it will cause a definite reduction in my old-age benefits. 

During the year 1952, if I receive $3,000 for time worked and $1,500 for time 
not worked because of sickness, my employer will make social security deduc- 
tions on only $3,000. This makes it impossible for me to receive maximum 
retirement benefits, even though I will receive over $3,600. Such a policy can 
readily work a hardship on those people having a considerable amount of illness 
in the years just prior to retirement. 

The man’s employer states in a letter also dated November 18, 1952, 
which reads in part: 

Our sickness and accident disability benefit policy is attached. 

The Federal Insurance Contribution Act prohibits social security deductions 
from payments made under our sickness and accident disability plan. 


This exemption of amounts paid to a sick employee by an employer 
under a plan established by the employer which makes provision for 
his employees is in accord with section 209 (b) of the Social Security 
Act; is that correct? 
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Mr. Bauy. Yes; that is right. 

Chairman Curtis. I fully understand the situation there, in that 
the benefit is based upon wages and not other income. Probably, if 
that had been a small employer, say, and an old faithful employee 
was not able to report to work, missed quite a little one year, and the 
employer went ahead and paid him his wages anyway, it is doubtful 
if such a case would have been called to the social-security office; is 
that not true? 

Mr. Batt. Yes. The exception is if it is under a plan or system. 

Chairman Curtis. Suppose they had not had any plan and the 
man was not able to perform his duties but they paid him anyway. 

Mr. Packer. Sickness pay for the first 6 months constitutes wages; 
after 6 months not. 

Chairman Curris. When did we do that ? 

Mr. Packer. In the 1950 amendment, sir. 

Chairman Curtis. There may be substantial reasons for the classi- 
fication of the income. It is sometimes hard to distinguish whether 
a man’s sick pay is much different than if he came to work and did 
not do very much and drew his pay or whether he stayed home. 

You may proceed. 

Mr. Wiyy. Is the computation of the primary benefit of a self- 
employed individual at least as complex as th? computation of the 
primary benefit of a wage earner, Mr. Ball? 

Mr. Batu. Well, the primary insurance amount of the self- 
employed person is computed in a manner similar to that used by 
the wage earner; yes. 

Mr. Wryy. Please illustrate how the computation of a_ self- 
employed individual’s primary benefit differs from the computation 
of a wage earner’s primary benefit. 

Mr. Batu. The primary insurance amount for a self-employed 
person is computed from the average monthly wage under exactly the 
same method used for determining the primary insurance amount for 
the wage earner, but the average monthly wage on which the primary 
insurance amount is based is computed by adding together all of the 
individual’s self-employment income after his starting date and before 
the applicable closing date, as we previously discussed, and dividing 
this by the number of months elapsing between those two dates. The 
devisor is never less than 18. The answer reduced to a multiple of a 
dollar is the average monthly wage. 

Now, the starting dates for computing the average monthly wage 
are the same as those applicable if the person is a wage earner. The 
starting date is the same under either case. However, the closing 
date for determining the devisor and the computation of the average 
monthly wage for a self-employed person is the later of the wage- 
closing date or the self-employment income-closing date. The wage- 
closing date is the first day of the second quarter before the quarter 
of death entitlement, or first eligibility, whichever would yield the 
higher benefit. The self-employment income-closing date is the first 
day of the quarter after the end of the last taxable year which ended 
before the month of death entitlement or first eligibility and in which 
the self-employed person had self-employment income. The nature 
of the computation is very much alike whether the person is a wage 
earner or self-employed person. The essential difference is that there 
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is a particular provision in the closing date to take account of the fact 
that the self-employed person’s earnings are computed on the basis of 
his entire taxable year so that you have to allow for the year situation. 

Mr. Winn. Mr. Ball, if an individual has covered income from 
both employment and self-employment, would both types of compu- 
tations have to be made in order to determine that individual’s primary 
benefit ? 

Mr. Batu. No; you do not really do it that way—make two com- 
putations. Ifthe person has both wages and self-employment income 
the process is essentially the same as that used for the wage earner 
alone. In determining his average monthly wage the wages prior 
to the wage-closing date are added to the self-employment income 
prior to the self-employment income-closing date. ‘Then the total 
is divided by the number of months prior to the devisor-closing date, 
which is another technical term—as I indicated in the answer to 
the last question, the devisor-closing date is the later of those two. 
You use either the self-employment closing date or the wage-closing 
date, whichever is later, so it is really one computation. 

Chairman Curtis. Mr. Ball, we are facing a situation where we 
are going to have to adjourn the meeting at this time. In the morn- 
ing we have an out-of-town witness, Mr. Philip Vogt, public welfare 
administrator from Omaha, Nebr., and he will be followed by you 
resuming your testimony. The staff will keep in touch with you as 
to the time. 

The committee will stand adjourned until 10 o’clock tomorrow 
morning. 

(Thereupon, the hearing recessed at 4:15 p. m., Thursday, Novem- 
ber 19, 1953, to reconvene at 10 a. m., Friday, November 20, 1953.) 
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FRIDAY, NOVEMBER 20, 1953 


House or RepresENTATIVES, 
SUBCOMMITTEE ON SOCIAL SECURITY OF 
THE CoMMITTEE ON Ways AND MEans, 
Washington, D.C. 

The subcommittee met at 10 a. m., pursuant to recess, in the main 
hearing room of the Committee on Ways and Means, Hon. Carl T. 
Curtis, chairman of the subcommittee, presiding. 

are Representatives Curtis, Goodwin, Baker, Cooper, and 
Mills. 

Present also: Representative Eberharter. 

Subcommittee staff members present: Robert H. Winn, chief 
counsel; Karl T. Schlotterbeck, staff director; George R. Leighton, 
editor and consultant; Rita R. Campbell, economist; James E. Finke, 
Howard Friend, Government research analysts; Wallace M. Smith, 
attorney; Eileen R. Brown, clerk; present also, Russell E. Train, 
Sr adn and Leo H. Irwin, minority adviser, Committee on Ways and 

eans. 

Chairman Curtis. The committee will come to order. 

If Congressman Hruska and Mr. Philip Vogt will come forward 
and take these chairs here we will be glad to hear them. 

It is a special pleasure for me to welcome these Nebraskans here this 
morning and I am sure the members of our committee are glad to have 
our colleague, Mr. Hruska, present. He is appearing not in his ca- 
pacity as a Member of Congress for any proposal or against any pro- 
posal pending before this committee, but he is accompanying his con- 
stituent, Mr. Philip Vogt, who is public welfare administrator in 
Douglas County, Nebr., in which county Omaha is located. 

For a number of years prior to joining us here in Washington Mr. 
Hruska was chairman of the board of county commissioners in Douglas 
County and had direct charge of the welfare work so far as the county 
was concerned. It might be said that he was the boss of Mr. Vogt. 
In addition to that Mr. Hruska served on the advisory council to the 
State board of control and in Nebraska the matching programs of the 
Federal Government are handled from the standpoint of the State by 
the board of control. 

Weare glad to welcome Mr. Cooper. He is a member of the subcom- 
mittee. He is also a member of a very important commission of the 
Government that has kept him busy the last few days. We are de- 
lighted you are here. 

“Mr. Coan Thank you, Mr. Chairman. I am a member of the 
Commission on Foreign Economic Policy. I have been working dili- 
gently with that Commission and I am sorry that I was not able to be 
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here for all the meetings of the subcommittee. I am sorry I had to 
miss some of them, but I am glad to be here today. 

Chairman Curtis. Our principal witness this morning is Philip 
Vogt, public welfare administrator in Douglas County, as I stated. 
Mr. Vogt is one of our outstanding citizens. He not only has done a 
good job in administering this program, but he is an individual who 
has thought about the program and the principles involved and has 
been very helpful in times past with good suggestions. He will give 
his statement and then in the period of questioning it may be that as 
to some of these matters we will want Mr. Hruska’s opinion and infor- 
mation also. You may proceed, Mr. Vogt. 


STATEMENT OF PHILIP VOGT, ADMINISTRATOR, DOUGLAS COUNTY 
WELFARE BOARD ADMINISTRATION, OMAHA, NEBR., ACCOM- 
PANIED BY HON. ROMAN L. HRUSKA, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEBRASKA 


Mr. Voer. Thank you very much, Congressman Curtis. I want to 
preface my remarks this morning by expressing the appreciation for 
the opportunity of appearing before this committee. It is really an 
honor for a smalltown boy to come to Washington and to meet with 
you folks. Itis really a great privilege for me to be here this morning. 
I feel at home in spite of the fact that I am a long way from home, 
with Congressman Curtis from our State as chairman of your com- 
mittee, and my own former boss sitting on my left. I do not see how 
I am going to get into very serious trouble under ideal circumstances. 
I am aware of the tremendous importance of the study in which this 
committee is engaged. As a student and observer of social security 
I appreciate the tremendous importance and significance of social 
security as it affects each one of us now and the generations to come. 
1 am particularly honored because our highly regarded Congressman 
Curtis from Nebraska is chairman of this important committee. 

I am going to present my brief remarks and I will welcome questions 
or objections to any of the points that I make. 

I will start with my basic premise. Public assistance is Govern- 
ment charity based on need. It is the 20th century model of “poor 
relief” but still operates on the same basic principle of the “means 
test” expounded in the Elizabethan era of England in the 15th century. 

At times, certain groups and some governmental officials have at- 
tempted to change the nature of public assistance and make it re- 
spectable and acceptable by changing the name to pensions; by con- 
tending that the recipient has certain vested rights; by minimizing 
or ignoring personal and family obligations; and by making pro- 
vision for giving aid to certain groups of people to the exclusion of 
others equally needy. Yet, after 18 years, it is apparent that our 
public-assistance program is a vast official plan of identifying poverty 
with its personal stigma and humiliation. It is not real security, a 
feeling or assurance of safety or certainty, freedom from anxiety or 
doubt, in my opinion, and its inclusion and operation under the social- 
security program adversely affects the objectives of this act. 

It is therefore the basic premise of my testimony here today that 
the Federal Government should extend title II cov erage, and discon- 
tinue public-assistance operations by returning the problem of pro- 
viding for the destitute and needy to the States and local communities. 
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First, it has been found virtually impossible to operate a federally 
controlled public-assistance program based on need. 
Section 102, paragraph 7, of the Social Security Act, provides “that 
the State agency shall, in determining need, take into consideration 
any other income and resources of any individual claiming old-age 
assistance.” This requirement obviously establishes the operation of 
public assistance on a need basis, including consideration of any in- 
come or resources the applicant may possess. It is apparent, however, 
that there is neither rhyme nor reason throughout the various States 
and their subdivisions as to the meaning of “need” and “resources” 
as they apply to any given individual situation. Permit me to illus- 
trate from my own section of the country, and I understand that you 
have had figures presented here which show the great variation in 
need as it is applied between States, so I won’t refer to that here. I 

won't supply any additional data to that already presented. 

My State of Nebraska applies a strict definition of need and gives 
e sat emphasis to uniformity in the administration of regulations. 

et, within the State, there are some rural counties—comparable in 
size, population, and economy—where the number receiving old-age 
assistance is from 15 to 50 percent greater than in other counties. An 
inquiry to determine the reason for this great variation indicated that 
relative responsibility regulations were “enforced more vigorously in 
the counties with lower caseloads. 

Mr. Coorrer. Did you say it would be agreeable to interrupt for 
questions as you go along? 

Mr. Voor. That is right. 

Mr. Cooper. What is the reason for this disparity that you 
é criticize? 

Mr. Voet. The reason upon study was found to be the difference in 
the enforcement of relative responsibility. In our State we have a 
relative responsibility law and some communities were enforcing more 
. rigidly and vigorously support from relatives than other communities 
were, which accounted for the great disparity between the number 
receiving old-age assistance in the counties. 

Mr. Coopgx. Is that the responsibility of the State ¢ 

Mr. Voer. In our State we have a State-supervised, county-admin- 

. istered program. It is the responsibility of the State to see that there 
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is uniformity throughout the various subdivisions. 

Mr. Coorrr. You are criticizing the present State administration 
of the program. Yet you say you want to turn the whole program 
over to the State that you now are criticizing for the job it is doing. 

Mr. Voer. I think I will answer that a little bit later, Mr. Cooper. 

Mr. Coorer. All right. 

Mr. Voer. It is also evident that there is great variation and subse- 
quent inequities in the determination and use of resources. Some 
States specify legally responsible relatives of applicants for public 
assistance and require maximum support from such relatives before 
aid is given, while other States give no consideration to this resource. 
Some States file liens on the property of assistance recipients and other 
States do not. Some States expect otherwise Sibley applicants to 
work if employment is available and suitable to their capabilities, 
while others do not follow this practice. There is great variation be- 
tween States in liquid assets, life insurance, and other personal prop- 
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erty, permitted to be held by the applicant, which affects tremendously 
the number of persons qualifying for aid and, therefore, the amount 
of Federal funds made cvallable to the different States for public 
assistance purposes. 

In other words, gentlemen, there is no rhyme or reason in the appli- 
cation of need as it affects a given State or as it may affect a given 
community. 

Second, public assistance operations, under Federal controls with 
participating State and local governments, have become an adminis- 
trative monstrosity. 

In Nebraska, public assistance administration requires the under- 
standing and use of 102 printed pages of Federal and State laws, a 
3-volume State manual with 1,000 pages of rules, regulations, and 
procedures, no less than 60 different forms, and the use of a very in- 
tricate budget formula. Determining eligibility may require replies 
to a total of 341 different questions of a single applicant. Most of 
these questions must be verified and many of them reconfirmed 
annually. 

And this situation is not unique in Nebraska. In an address de- 
livered in November 1952 by Robert T. Lansdale, commissioner of New 
York State Department of Social Welfare, on the subject of the 
“Growing Complexity of Public Assistance,” he comments on this 
situation as follows: 


All of the hundreds of different social and fiscal tasks that constitute the 
public-assistance worker’s job stem from this great complex of legislation, policies, 
and procedures—Federal, State, and local. One result of all this is that today 
the public assistance worker seeking to determine the economic need and legal 
eligibility of a typical application for public assistance for a family of 4 must 
obtain answers to a minimum of 200 questions up to a maximum of 460 questions. 
For example, in the case of home ownership, if the family does not own its own 
home only 1 question is required, but if it does own its own home then the 
public-assistance worker will have to ask 27 additional questions. To the appli- 
cant, this may be unconscionable red tape; to the general public it may be the 
bureaucratic way of doing things; but to the local public-welfare official charged 
by Federal, State, and local legislation with the responsibility of administering 
public-assistance funds to legally eligible persons only, it represents the length 
to which he and his State and Federal counterparts will go—indeed, must go— 
to discharge their statutory responsibility. 


One of the major topics for discussion in the regional conferences of 
the American Public Welfare Association in the past 2 years has been 
the problem of complex administrative machinery in public assistance. 
The most recent report covering the Southeast Regional Conference 
held in Florida in October of this year ce ep the seriousness of 
this problem. Here I quote directly from the report: 

The section on administration acknowledged that major complexities of ad- 
ministration stem from the cumbersome three-way division of responsibility of 
three levels of Government, and sought answers to the question, “What can be 
done to ease the problems despite the existing set-up?” In a system where real 
control rests with the Federal Government while administrative responsibility 
rests with the State, serious problems may be expected. Problems growing out 
of this complexity were discussed and analyzed realistically and ways were 


offered of minimizing them until amendment to Federal law, which was con- 
sidered the basic solution, could be accomplished. 


It should now be apparent that the present public-assistance adminis- 
trative machinery has become intolerable; time and money spent on 
such involved procedures are excessive—both time and money which 
could be far better utilized at the local level for the prevention of 





























































eee 


bit a at. lll 








i 


Air. wae 








ANALYSIS OF THE SOCIAL SECURITY SYSTEM 605 


dependency, rehabilitation of the recipient, and the restoration of 
independence. 

Third, public-assistance administration, as now operated is inher- 
ently arbitrary, degrading, and unfair. 

An aged citizen is required to divulge his personal history from 
birth to some public employee. He must admit his poverty and desti- 
tution and, indirectly, his failures and misfortunes. In my 19 years of 
experience, I have never seen an old-age applicant who did not obvi- 
ously suffer some loss of self-respect and human dignity in passing 
through this ordeal. And not infreque ntly he may later find himself 
at the mercy of both the political demagogue and the cold-hearted 
bureaucrat. Here let me illustrate by quoting from a letter sent out 
by a candidate for the legislature in my State to aged recipients in his 
district. Incidentally, he lives in my own county. 

After warning them of the dangers of drastic cuts in their assistance 
payments unless he was reelected, he wrote: 

The surest way you can help yourself is by going out in our district and getting 
everyone you can to vote for me, because I have defeated them before and I can 
beat them again. Take the few cards enclosed, see your neighbors, your relations, 
and everybody living in the sixth district and urge them to vote for me for the 
legislature. 

Last fall in his campaign he again wrote to the aged recipients in 
his district, as follows: 

This is your fight. I will do everything I can to help, but I can’t do it without 
your best efforts. Therefore I am enclosing a few cards that I wish you would 
use around in your neighborhood and ask your neighbors and friends to vote for 
me? If you need more cards, call me and I will send them to you. 

Mr. Esernartrer. The State of Nebraska qualified under the re- 
quirements of the Federal Act for funds for its old-age assistance 
program, did it not? 

Mr. Voer. That is right. 

Mr. EAERHARTER. By action of its legislature and signature of 
valid law ? 

Mr. Voer. Yes. 

Mr. Esernarrer. Under the present laws, the State of Nebraska 
could very well withdraw from participation in the Federal program 
and conduct its own program exclusive of any direction or help 
from the Federal Government, could it not 

Mr. Voer. That is right. 

Mr. Epernarter. That is what you are suggesting that be done? 

Mr. Voer. I am suggesting more than that. I am suggesting that 
it be done for all States and that these aged people be incorporated 
under title II, namely, coverage under the OASI program, in place 
of under public assistance. 

Mr. Eseruarrer. The Federal Government does not compel any 
State to join the Federal program. 

Mr. Vocr. The Federal Government has compelled every State to 
pay taxes for its support. 

Mr. Exsernarrer. It does not compel any State to join the Federal 
program, and if Nebraska did not want to participate in the Federal 
program, all its legislature would have to do would be to change its 
law to that effect. The only effect would be that they would not con- 
tinue to receive the money from the Federal Treasury, which in the 

case of Nebraska amounts to about $7 million a year; is that correct ? 
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Mr. Vocr. That is right; but we have to pay the taxes to support 
the program in other States. 

Chairman Curtis. Mr. Vogt, if I may clear up something at this 
point, what you are suggesting is that a better way ought to be found 
to meet the problem of aged than through assistance; is that correct? 

Mr. Voer. That is correct. 

Chairman Curtis. And you are premising it on the basis that, sure, 
any State can reject its grants, but it will still have to pay taxes to 
support the overall program, and a taxpayer in any State is compelled 
to pay his share of taxes to support the program. A taxpayer in the 
State where it is administered strictly likewise pays his share of the 
grants to States where it is administered without much regard to need. 
What you are addressing yourself to is the system that we are follow- 
ing; that you feel there ought to be some corrections in. 

Mr. Voer. Yes. I am trying to illustrate why there should be some 
corrections and why we should have a better plan for providing se- 
curity for aged persons than a public-assistance program based on 
need. 

Mr. Cooper. Mr. Chairman, let me ask a question there. What is 
your purpose in reading this letter that was sent out by a candidate 
for the State legislature ? 

Mr. Voer. To illustrate that public assistance is subject to that kind 
of political demagoguery. 

Mr. Cooper. If it is all turned over to the State would it not still 
be just as subject to that kind of political demagoguery ? 

Mr. Voer. It might be turned over to just the local community 
in some States. 

Mr. Coorer. In other words, whoever the candidate is for whatever 
office he could still resort to demagoguery, could he not ? 

Mr. Voer. Not to the extent that he could now, because these peo- 
ple that are presently drawing old-age assistance would receive aid 
under an objective system or formula such as OASI benefits. 

Chairman Curtis. In other words, the point that you are making 
is this: That the individual who received an OASI check does not 
go through the degrading and humiliating experience that the ap- 
plic ant does for old-age assistance and you have further pointed out 
that the aged person whose problem is met by an OASI check also 
cannot become the victim of a few, and it is a very few, politicians 
who might want to make capital of his misery and his dependency 
upon relief. 

Mr. Voer. That is right exactly, Congressman Curtis. 

Chairman Curtis. And it goes back to your statement here on page 
2 where you start out by saying that the thing that you favor is an 
extension of the title IJ treatment of meeting this problem, is that 
correct ¢ 

Mr. Voer. That is right. Therefore a benefit payment to meet the 
requirements of the aged would not be based on what a politician could 
do for them, no matter what that politician might promise, but rather 
upon an objective formula which is set up. 

Mr. Cooper. Mr. Chairman, let me inquire right there now. 

Chairman Curtis. Mr. Cooper. 

Mr. Cooper. You advocate turning all of the present public-assist- 
ance program over to the OASI, title IT of the Social Security Act? 
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Mr. Voar. I do not know that it would include all. I do not know 
how far the formula can be applied to include all, but what could not 
be included of the present public-assistance caseload under OASI 
would be left to the States and local communities to provide on the 
basis of the resources and the needs which they would determine in 
their own State. 

Mr. Cooper. Then whatever benefit the aged people receive they 
would have to receive it under title II ¢ 

Chairman Curtis. You mean Federal benefit ¢ 

Mr. Voer. The Federal benefit, that is right. 

Mr. Cooper. All right. How would you pay for that under title I1? 

Mr. Voer. I am not sure that I can answer that question because | 
am not sure I know enough about the OASI program to say that. You 
could pay for it in the same way it is presently paid for or by some 
change in the present method of payment. 

Mr. Coorrr. All right. The most important part of any program 
is how you pay for it, is it not ? 

Mr. Voer. Well, that is one factor certainly to be considered. 

Mr. Cooper. It is about the most important factor, as to how you 
pay for it! 

Mr. Voer. I do not know that it has been. There has been such 
great variation in the way payments have been made that apparently 
it does not make much difference. It makes some difference, however, 
as to the source of those funds. 

Mr. Cooper. Without pursuing an argument on that point, bene- 
fits under title II of the Social Security Act are something that people 
buy and pay for. 

Mr. Voer. In part. 

Mr. Coorrer. They buy and pay for them. 

Mr. Voer. Only in part. 

Mr. Coorrr. To what part? 

Mr. Voer. For example, minimum coverage has been permitted for 
6 quarters of employment with minimum earnings of $50 in a quarter 
and you could hardly claim that the benefits to which that person and 
perhaps his wife are entitled are paid by a tax of $9 when total bene- 
fits might amount to as much as $22,000, or $23,000. 

Mr. Cooper. Without pursuing any argument on that, the fact is 
that the benefits paid under title I1 of the social-security program are 
bought and paid for. 

Mr. Voer. By the use of an objective formula. 

Mr. Cooper. All right. Of course, when the program began there 
were some people old then. Obviously they could not pay in enough 
to buy and pay for the benefits that they would receive, but Congress 
in its wisdom worked out the formula and tried to make it as fair as 
they could. When you bring in all of these old-age assistance people 
under this program and charge all of those payments to title 11 where 
are you going to get the money to pay those benefits ? 

Chairman Curtis. May I say something to the gentleman from 
Tennessee ? 

Mr. Coorrer. I have been recognized and I want to ask him a 
question. 

Mr. Voer. There are two sources. Of course, first of all you have, as 
IT recall, between $18 and $19 billion in the present funds. 
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Mr. Coorrer. You would suggest paying these old-age assistance 
benefits out of the trust funds for the payment of title II benefits 
under social security ? 

Mr. Voer. Congressman, I think this is true: That there is an old 
person that accidentally will have 18 months coverage who has 
worked sufficiently to obtain OASI payments. He now becomes 
eligible under OASI for benefits up to 12 or 13 years based on life 
expectancy for him and his wife. If the Congress saw fit to provide 
coverage under that kind of arrangement to this person who by 
chance was able to find work or able to work, surely it would be just 
as fair to include the aged person who was not able to or who could 
not find work for those 6 quarters of time. I cannot see why it would 
not be possible. 

Mr. Coorrr. You are entitled to your opinion. I am just trying to 
get some information and trying to understand your position. You 
are advocating then that old-age assistance payments be made out of 
the funds that have been built up under title II of the social-security 
program ¢ 

Mr. Voer. They are not old-age assistance benefits any more. You 
do not base them on need. You do not go through the inquisition of 
341 to 420 questions. 

Mr. Cooper. Let us not get into that. Just answer my question. 
We will get along better if you will. 

Mr. Voer. All right. 

Mr. Cooper. You advocate paying old-age assistance benefits out of 
funds that are paid in for the payment of title II benefits under 
social security ¢ 

Mr. Voer. They are not old-age assistance benefits. I am advocat- 
ing the discontinuance of old-age assistance payments. 

Mr. Cooper. What is now old-age assistance; you propose paying for 
it that way, like I said. 

Mr. Voer. That is right. 

Mr. Coorrr. That means then that those people would receive bene- 
fits where they have paid in nothing. They paid in no part of this 
trust fund at all. Yet you propose that they be paid benefits out of 
the fund that they have not contributed to. Is that your position ? 

Mr. Voer. That is right. I think I would recommend that. 

Mr. Coorer. How about these workers? How about the man 26 
vears of age who starts in paying for his benefits that he will receive 
10 vears after that when he becomes 65 years of age? You would 
deplete his funds and his benefits to pay somebody benefits that had 
never contributed anything at all. 

Mr. Voer. I would point this out: That there are great inequities in 
the present system which provide a great deal larger benefits to older 
workers than to younger workers anyway. Iam not sure that my son, 
soon to be 21 and who will pay into this fund 44 years, is going to get, 
assuming he works 44 years, anywhere near the percentage of return as 
one who has just worked 6 quarters. I have a case in point that I was 
going to refer to in just a moment, in which the man presently is work- 
ing and has a large family with income hardly sufficient to take care 
of hisown family. Yet he is expected to do two things: First of all he 
must contribute to the OAST fund, and he must take care of his parents 
under the assistance program. I suggest that is hardly fair to him 


ANALYSIS OF THE SOCIAL SECURITY SYSTEM 609 


when other aged persons are being taken care of out of the OASI fund 
with a coverage of only 6 quarters and a payment of less than $10, so 
there are inequities in the present system, great inequities. 

Mr. Coorrr. There may be some inequities, but I am just wondering 
if your proposal would not create a still greater inequity and such a 
great inequity that it cannot be justified on the basis of equity and facts. 
Then one other question, if I may. 

I understand you to propose that the needs test be eliminated ¢ 

Mr. Voar. I think it is time, yes, for the Federal Government to get 
out of relief based on a needs test and calling it social security. 

Mr. Cooper. You would not have any needs test at all for old-age 
assistance ¢ 

Mr. Vocr. You would still have some assistance and relief in your 
own communities and State and that would be based on the definitions 
of need established by those local communities and States. Am I 
answer ing | your question ¢ 

Mr. Coorer. No. I understand you to say that you proposed that 
the needs test for old-age assistance be eliminated. 

Mr. Vocr. That is right as to any Federal payments. 

Mr. Coorer. That would mean then that a man of independent 
wealth would receive assistance whether he needed it or not. People 
like John D. Rockefeller, Henry Ford, Sr., or any number of wealthy 
people in this country would receive assistance from the taxpayers of 
this country when they are among the wealthiest people in this country. 

Mr. Voct. They are receiving benefits under OASI benefits today. 

Mr. Cooper. If they paid for them they are receiving them. Other- 
wise they are not. 

Chairman Curtis. May I make an observation at this time. Mr. 
Cooper has not been here, and for a very justifiable reason. ‘This 
investigation has been going on and we have not. been going into the 
question of proposals for or against any plan. We have devoted all of 
our time here and the activity of the staff to an examination of the 
program as it is now. Upon that basis Mr. Vogt has been invited 
here to give his observations on the question of title I, the operation of 
relief, where at the present time there is participation to some extent 
in management on a National, State, and local level. 

As a matter of fact, as to this question of the reserve fund and 
what money is in there, and where it comes from and where it goes, 
we are going to have Mr. Robert Myers of the Social Security Bureau 
here. Wecan go into that. Mr. Vogt, I want to say to you that we 
are glad to have your observations on the administration of relief as 
you have found it. You may proceed with your paper. 

Mr. Esernarrer. I would like to interject there. The witness has 
given to the committee the benefit of his observations on the adminis- 
tration of public assistance and some suggestions in his prepared state- 
ment as to changes and I feel sure that neither Mr. Cooper nor myself 
have questioned him regarding anything except the subjects which 
have so far appeared in ‘his statement. If the witness is making ob- 
servations on administration of the present program or observations 
on the unfairness of the present formula, the inequities of the present 
program I think it was proper for Mr. Cooper to question him as he 
did. I would like to ask him, Mr. Chairman, how long he has been 
administrator in his home county in Nebraska of the public-assistance 
program ¢ 
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Mr. Voer. I started with the public-welfare program in Nebraska 
in 1936 and with the exception of 2 years during the war I have been 
in the public-welfare program in Nebraska, first with the State, and 
now in my present position, for the past 12 years. 

I do not profess to be an expert although I did receive an under- 
graduate degree in the social sciences and a graduate degree in sociol- 
ogy and public administration before entering the field. I am only 
student and observer. I should have prefaced my remarks by point- 
ing out that I am not competent either by way of background or expe- 
rience to analyze either the principle or the formula of the system of 
OASI benefits. I have not been in that field. The observations I 
made were certainly those of a layman. 

Mr. Esvernarrer. Then you really did not understand the OASI 
system when you suggested to the committee that everybody 

Mr. Voer. I was not passing on your questions as a professional 
expert or technician in the OASI program. I have been working in 
the public-assistance program.. 

Mr. Esernarrer. You see, your recommendation as contained in 
your prepared statement had reference to using funds of the OASI to 
finance public assistance and, therefore, I think it was perfectly 
proper for us to question you on that subject of the effect on the OASI 
system. 

Mr. Voer. Surely. 

Mr. Esernarter. Have you made a study, Mr. Vogt, of the plan or 
proposal of the United States Chamber of Commerce with relation to 
this subject ? 

Mr. Voetr. No; I have not. 

Mr. Epernarrer. You do not know that your suggestion is some- 
what similar to theirs ? 

Mr. Voer. No. I have noticed newspaper clippings referring to 
their plan some months ago, but I have not seen it and I am not fa- 
miliar with it. 

Mr. Erernarter. You have not made much of a deep study, we 
might say, with relation to the matters about which you are testifying 
this morning, have you? 

Mr. Voer. I think so. I have been in the field for 18 years. I think 
I know son ething about public assistance and its practical operation. 
[am concerned with what it is doing for people and to people. I think 
if you go back to the original discussions on social security, you will 
find that it was the intent of Congress to do j just what I am suggest- 
ing now. Public assistance was to be a stopgap. You will recall that 
Congress proposed to get out of the relief picture, “get out of this 
business of relief.” and I think the time has come where it can do 
that without injury to anybody and to the better advantage of the 
recipient and the local communities. 

Mr. Cooper. Mr. Vogt, just one word on that. I do not want the 
impression to be created that we are not glad to have you here. We 
are glad to get the benefit of your views, but I think you will agree 
that it is our duty to try to have a comprehensive understanding of 
the position you take. 

Mr. Voer. Certainly. 

Mr. Coorer. On the question of title II eventually taking over the 
responsibility of providing payments for aged people in this country, 
you recognize, of course, that that could not be done under the social- 
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security program as it was originated and as it has been continued 
up to now. In order to accomplish that you would have to have full 
and complete coverage. That has never been done. It is not done now. 

Mr. Voer. Is not ‘the Congress considering that right now; a pro- 
posal to give blanket cover age! 

Mr. Coorrer. As a proposal, of course, to extend coverage, but it 
never has been done up to now, and you can understand, I am sure, 
in order to have title i do the entire job you have to have complete 
coverage of all the people. As long as you do not have complete cov- 
erage title II cannot be expected to do the job. So far farmers, pro- 
fessional people, and quite a number of people of this country have 
never been covered under title II. There have been a number of 
recommendations by the present President and by previous Presidents 
to extend coverage, but Congress just has not so far done it. 

Mr. Voer. My statement would argue that the time has come for 
them to do it and also include in that group the aged people who are 
now receiving public assistance. Let me just finish my remarks that 
I think help to make my point in that connection. 

I was mentioning the fact that the present system of public assist- 
ance is more subject to political demagogery than a more objective 
direct formula, and I cited one example of that. I want to cite the 
influence of officialdom and I will include myself in that group, what 
public employees sometimes can do. 

Not infrequently, the aged recipient of public assistance may suffer 
from the unreasonable and capricious decisions of higher up public 
officials who are responsible for the administration of this Federal- 
State program. Recently, a State assistance audit of our county ad- 
ministration was made. Here, briefly, are three cases, among others, 
to which exception of payments was taken. 

The first was an old man 83 years old who sometime after he started 
drawing assistance in 1938 to 1943 worked enough to obtain coverage 
on the minimum basis and be entitled to OASI monthly payments of 
$11.22. This old gentleman failed to tell us of either his employment 
or his coverage. At the same time there was apparently little reason 
to believe that he misrepresented his situation. It was more a case of 
misunderstanding because last spring he told our fieldworker that he 
was getting a second check (OASI) and he voluntarily said so. As 
a result of his voluntary confession and our verifying the fact that he 
was getting this small check from the OAST, his assistance grant was 

reduced accordingly. Now comes this social audit and demands that 
this old gentleman, 83 years old—deaf, feeble, and helpless—“take him 
off of assistance for a year or longer.’ 

The second case I would like to mention to which exc eption was 
taken was that of an aged couple, who had no place to live. They 
had 1 son in the community with 3 children and a small home. His 
own income was less than enough based on our standards to take care 
of his own family. An allowance of $7 and later $10 a month was 
allowed to this son for utilities and to help pay the mortgage which 
he acquired in constructing a room and building and installing a new 
furnace so that his aged parents could be taken care of. From the 
standpoint of the care of this aged couple, it meant. better care because 
their son and daughter-in-law could look after them. It meant less 
cost to the taxpayers because the payments rendered to the son were 
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less than what we would have had to pay had the couple lived alone 
in rented quarters elsewhere. Yet an exception again has been taken 
to this case and we have been asked to refund to the State and Federal 
Government for the amount paid during the past year. The aged 
man died last January after a prolonged illness in which the son and 
daughter-in-law took care of him. 

The third case I would like to mention is that in which an aged 
man had to leave his home because of illness, go to the hospital, and 
later transferred, because of paralysis, to a nursing home. He was 
unhappy there and his wife was also unhappy and lonely at home. 
After a time a doctor suggested that perhaps the thing to do was 
to take him to his home. This could be done if there was a wheel- 
chair purchased. Our worker purchased a secondhand wheelchair for 
$48 and that old man was taken home. His expense to the taxpayer 
was reduced by some $33 so that the wheelchair was paid for in a 
period of 6 weeks. It has been 6 months since that time so consider- 
able more savings than the original investment in the wheelchair 
have been returned to the taxpayer. Yet we have been told that a 
wheelchair should not be purchased. 

These illustrations show that sometimes old people are subject to 
great humiliation. Sometimes commonsense and humanity cannot 
be applied because of technicalities and because of a variety of regu- 
lations that are laid down. 

These three cases illustrate, better than anything else I could say, 
the many things which are wrong with the public-assistance program 
today. Arbitrary decisions by the high-ups based on technicalities 
and unreasonable regulations are debasing the true purpose of wel- 
fare. It is my conviction that a more ready, reasonable, and fair 
response will be given to the requests of the needy by our own com- 
munity and county government than is available under the present 
bureaucratic system of Federal-State categorical aid. 

In conclusion, I would observe that this unsatisfactory record of 
public-assistance operations was inevitable. Charity, called public 
assistance today, has grown cold because it has become too permanent, 
too big, too impersonal, and too far removed from the local commu- 
nity. As we review the past 18 years, it was inevitable that large-scale 
public relief on a permanent basis would demoralize the recipient, 
weaken individual responsibility, respond to the threats of officialdom 
and demagoguery and finally threate nto bankrupt the true Christian 
spir it under lvi ing a communit ys sincere concern for its nee dy people. 

All charity should be governed basically by moral considerations; 
by a sense of personal obligation; by a concern for individual well- 
being through mutual aid and neighborliness. It has been said that 
“charity begins at home.” After my many years of welfare expe- 
rience, [ am convinced that charity should be returned home and given 
an opportunity to express itself in a generous, reasonable, and equi- 
table manner. 

Chairman Curtis. Mr. Vogt. there are a few observations I want to 
make and I think it kind of clears the atmosphere. What a period 
perhaps to be in controversy really is not. You are coming here and 
pointing out abuses in the matter of relief. You are speaking of a 
system and you are talking about the work that you are doing. You 
are not pointing out some evil in some far removed state or something 
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else. As I gather from your report, it is this: That from the stand- 
— of the good of the individual, the old person of the country, this 

~atment of subjecting him to the means test—and you report that it 
ee humiliate and degrade him—is not the thing to do, to go on con- 
tinuing that as a permanent matter; is that correct? 

Mr. Vocr. Yes, Congressman, I would discontinue it now. 

Chairman Curtis. And that if the Congress some way in fairness to 
everybody, younger workers, older workers, and the whole thing, 
could find a better way so that these aged people could receive a check 
in the manner that the recipients of title I] are receiving it, that would 
be better. 

Mr. Voer. Yes. 

Chairman Curtis. When you say that the relief and charity should 
be returned to the local level, you mean those unusual cases and those 
cases of need that exist with old people, young people, and everything 
else that might arise? 

Mr. Voer. There will always be requirements for supplementary 
aid in certain kinds of situations, acute illness particularly, a pro- 
longed illness or disability, of catastrophic situations which arise in 
the life of any family, and it is to those situations that I think a means 
test, charity, should apply. 

Chairman Curtis. However, when it is applied you feel that the 
judgment, the kindly attitude, and the knowledge of the neighbors and 
friends that make up the community, can do more real good to help 
that person in distress and rehabilitate him and have him maintain his 
self-respect than if it is handled on a system where three units of 
government have to lay down some regulations ? 

Mr. Voer. I have a great conviction on that score. I do not think 
there is a citizen that can call himself a citizen in the United States 
that would not respond to the needs of his neighbor and assist him. 

Chairman Curtis. As a relief director have you found the attitude 
of old people such that they want to help themselves if they can? 

Mr. Vocr. Most certainly. The record in our community is al- 
most phenominal. It is estimated today that 40 percent of the people 
over 65 in our community are gainfully employed. To illustrate this 
point, during World War IT, over 900 of our aged assistance people 
left the rolls—the average age of these 900 people was over 71— 
to return to private industry and to assist in the war effort. 

Chairman Curtis. Have you in your office given attention to the 
matter of rehabilitating the incapaciatated so that they could carry 
on and feel that they were doing something useful ? 

Mr. Voer. We are doing a great deal on that matter and we are 
trying todo more. You may be interested, Congressman, in knowing 
that my county board recently allocated over $300,000 to renovate an 
institution that was built for custodial care and to provide for a 
hospital type of operation with rehabilitated facilities—physiother- 
apy, occupational therapy, physical medicine—for the purpose of 
rehabilitation. All of this money is local money made available in 
an effort to rehabilitate, to return to independence and self-sufliciency, 
as many of the people as it is possible to, and that program is being 
carried on under the auspices and under the leadership of our local 
community. 

Chairman Curtis. Now I want to ask Mr. Hruska a question or 
two. How long have you known Mr. Vogt? 
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Mr. Hruska. I have known Mr. Vogt about 10 years, Mr. Chairman. 

Chairman Curtis. And prior to your election to Congress, what 
public office did you hold in Douglas County ? 

Mr. Hruska. From 1944 until 1952 I held the office of county com- 
missioner of Douglas C ounty. 

Chairman Curtis. And for part of that time were you chairman of 
the county commissioners ? 

Mr. Hruska. Seven of those 8 years I served as its chairman. 

Chairman Curtis. Did you have anything to do with public wel- 
fare? 

Mr. Hruska. Yes. Under the Nebraska statute the county commis- 
sioners are likewise the county assistance committee and coextensive 
with my duties on the county board I was chairman of the county 
assistance committee and it had to do particularly with implementing 
this assistance program. 

Chairman Curtis. Who hired Mr. Vogt? 

Mr. Hruska. The county board. 

Chairman Curtis. How long has he been employed by Douglas 
County ? 

Mr. Hruska. I believe he started in 1941. 

Chairman Curtis. Do you want to make any observation about 
the satisfactory job he has done there and particularly with refer- 
ence to the type of contract he has? 

Mr. Hruska. Yes, I should like to, Mr. Chairman. The county 
board originally felt, when it employed him in 1941, and that feeling 
was continued by the personnel of the succeeding boards, so keenly 
about his being in a position to do a job with some continuity that 
they gave him a 3-year contract and that contract has been renewed 
each time at the expiration of each 3-year term. Mr. Vogt has not 
only administered the public assistance program within the purview 
of the State statute requiring the county to do that; he has likewise 
been the relief director for direct relief of our county and is in 
charge of the hospital there, in charge of formerly the old people’s 
home, now converted, as he indicated, into a hospital annex, and all 
of t he other activities of direct relief. He has done a notable job to 
get that entire setup dealing with the indigent on a very fine basis. 

hain man Curtis. You were a member of the county board of Doug- 
las County? Incidentally, that is where Omaha is located ? 

Mr. Hruska. Yes; containing about 22 percent of the State’s popu- 
lation. 

Chairman Curtis. About how large is Douglas County ? 

Mr. Hruska. About 300,000. 

Chairman Curtis. And you also served on the advisory board to the 
State board of control; did you not? 

Mr. Hruska. Yes. This advisory committee to the State board 
of control was created by statute and it consists of five county com- 
missioners selected with some respect for geographical representation. 
It is their job to advise on policy matters and recommend to the board 
of control with reference to policies pertaining to the administration 
of the public assistance program within the State. 

Chairman Curtis. To your knowledge, is a 3-year contract a rather 
unusual situation for a public welfare administrator ? 
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Mr. Hruska. No other than the one which we have in Douglas 
County has come to my attention. That is the only one that has come 
to my attention. 

Mr. Coorer. Mr. Chairman, let me ask Mr. Vogt a question just for 
information. As to the statement you presented here to the com- 
mittee, is this all your own statement ? 

Mr. Voer. I am not sure what you mean by that question. 

Mr. Coorrr. Did you collaborate with anybody or receive any 
assistance from anybody in the preparation of this statement ? 

Mr. Vocr. I should say not. I wrote that statement in Omaha 
hurriedly after I had been extended the invitation. I will say this: 
That when I arrived yesterday afternoon I visited with the staff 
director, who considered my statement too laborious and wordy, and 
I cut out about half of it. Most of the material that was deleted 
had to do with information he said had already been presented to this 
committee, namely, the facts and figures showing the great variation 
in operation throughout the United States. 

Mr. Coorrr. My purpose in asking was, I just wanted to know if 
this information you have given here is based on your personal expe- 
rience, or whether you received any assistance or cooperation from 
anybody else, and whether anybody else’s views are reflected here. 

Mr. Voaer. Not that I know. That is entirely my own conviction, 
sir, 

Mr. Coorrer. I believe you appeared before the Senate Finance 
Committee when hearings were being held on the bill H. R. 6000 in 
1950 ¢ 

Mr. Voer. That is correct. 

Mr. Coorrr. And you offered suggestions there similar to those 
you offered here today ¢ 

Mr. Vocr. Yes. As I recall I thought that at that time perhaps 
Congress might be responsive to the elimination of the categorical 
system, of providing a general category in place of so many categories, 
and doing away with some of the administrative machinery. 1 
emphasized that point particularly. 

Mr. Coorrer. However, I do not believe the Senate Finance Commit- 
tee adopted any of your suggestions; did they ¢ 

Mr. Voer. Ido not know that the Senate Finance Committee is in a 
position to adopt any recommendations. ‘They are there to take them 
under consideration. I do not recall that I had any influence. I was 
just 1 citizen out of 155 million and they weighed my recommendations 
accordingly. 

Chairman Curtis. Mr. Eberharter. 

Mr. Esernarter. Mr. Vogt, I think you can understand we are all 
very much interested in your testimony this morning. 

Mr. Voer. Thank you, sir. 

Mr. Exsernarter. Do I understand you to say in the first place that 
the Federal Government should have nothing whatever to do with 
public assistance ? 

Mr. Voer. The Federal Government, it is my observation, should 
withdraw from any plan or program which is set up on the basis of 
need and called relief or assistance. 

Mr. Esernarrer. That is one thing I wanted to know. Now, these 
three cases you cited are unusual cases; are they not? 
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Mr. Voer. Yes, they are unusual cases; that is right. 

Mr. Esernarter. We had, previous to your appearance here, the 
State administrator of Oklahoma and the State administrator of South 
Carolina and both of them expressed the opinion that the joint pro- 
gram between the States and the Federal Government was working 
reasonably well and they were satisfied with it. Let me ask you this: 
You appear as administrator of old-age assistance for one county in 
Nebraska ? 

Mr. Voer. Yes. 

Mr. Esernarrer. Are those your personal views, or are those the 
views of your county board, the views you expressed to this com- 
mittee ¢ 

Mr. Voaer. I would have to restrict those to my own views. Those 
views do, however, represent the basic policies under which we operate 
our own welfare program in our community. 

Mr. Eneruarrer. In the county ! 

Mr. Voer. Yes, that is right. 

Mr. Esernarrer. Do you speak for the State director of public 
welfare in Nebraska 

Mr. Voer. No, sir. 

Mr. Enernarrer. You do not? 

Mr. Voer. Oh, no. 

Mr. Exernarrer. Was your statement on your views submitted 
to him? 

Mr. Voer. No. It isa lady in this instance, but I did not have any 
opportunity to discuss the program with the State director. 

Mr. Enernarrer. Does she know what your views are? 

Mr. Voer. Lam not sure. I think she does in general. 

Mr. Evernarrer. Then you are not in a position to say whether or 
not she would agree with your views? 

Mr. Voer. No, not at all; most cert: ainly not. As I explained to 
Congressman Cooper, I am only expressing my own convictions and 

observations as based on my own experience. 

Mr. Everuarrer. As welfare director in the county you have a good 
hit of leeway in the administration of these funds; do you not? 

Mr. Voer. That is a question that I have to answer with a big “no,” 
if I understand the meaning. We have very little to say. I sug- 
preste d that we were under the operation of not only a book of laws, 
but also of a thousand pages of regulations and I believe they anticipate 
en eve rything, so there is little room left for the exercise of any 
judgment. 

Mr. Evernarter. Yes. Those rules and regulations were set up 
under the overall Federal statute and the statutes of the State of 
Nebraska. If the county welfare board of your county wanted to do 
additional charitable work on the basis of need they could very well 
do it; could they not? 

Mr. Voer. Yes; and we do. 

Mr. Esernarrer. Without the participation of Federal funds; is 
that right ? 

Mr. Voct. Yes and no; with strictly local money by way of supple- 
mentation. In cases, for example, where one person would qualify 
and another would not because of age for assistance, then we can put 
in and do put in loeal county relief at our own discretion at an amount 
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we see fit. Incidentally, we do use a relief budget in the same way 
we do for assistance. However, the story of our medical- -care program 
isa totally different one, and, Mr. Chairman, I think it might be appro- 
priate to have Mr. Hruska talk about that from the standpoint of his 
association on the State advisory committee as to the problem we had 
in setting up and carrying out our own medical program—by our own 
I mean State-county without any Federal participation. 

The answer to your question is: There is little opportunity for the 
exercise of local discretion or judgment when you use the State-Fed- 
eral funds. 

Mr. Esernarrer. My point was if you want to—— 

Mr. Voer. The answer is we want to and do in certain instances. 

Mr. Evernarrer. Then you are not hindered from helping these 
handicapped persons ? 

You are limited insofar as funds being furnished by Federal Gov- 
ernment to the State government are concerned, but if you want to 
promote your own programs you could very well do that without any 
prohibitions in State or Federal laws. 

Chairman Curtis. I think at that point it would be well if one of 
you would state the experience in the medical program. 

First, tell us, Mr. Vogt, if you will, when that system was inaugu- 
rated, how it was intended to operate, and who paid for it, and what its 
objective was. 

Mr. Vocr. In 1945 the legislature provided for funds for medical 
care for all assistance categories in excess of legally constituted ceil- 
ings or in excess of State-Federal funds. Originally that money was 
all State money. Later it was a cooperative State-county supplemen- 
tary fund for providing medical care in excess of what could be given 
under the ceilings. A medical plan was set up, but the medical plan 
could not be put into operation because the Federal Government con- 
tended that they had a right to control the expenditure, not only of 
the Federal-State mate ching fund, but also of the funds and plans for 
providing medical care in excess of those ceilings. 

Chairman Curtts. Mr. Hruska, did you have some experience in 
that connection ? 

Mr. Hruska. Yes, Mr. Chairman, and in answer to the question of 
the gentleman from Pennsylvania, the answer is that the Federal 
Government did undertake to a certain control and jurisdiction over 
funds, these funds for this medical program, which were in excess of 
the funds that were payable under the matched ceilings. The funds 
for this medical care were de rived from these sources, 75 percent there- 
of from State funds and 25 percent from the counties of the State. 
The division on that score was made deliberately and for the purpose 
and the legislative intent was without question there—that the counties 
would the reby, i inasmuch as they contributed to that fund, be able to 
administer that program in a little more careful, and a little more 
equitable and economical fashion. It was part of their own money 
that was going into each dollar that was distributed. Before the 
program was drawn up, however, the regional office of the Social 
Security Board let it be known in no uncertain terms that they would 
expect every bit of administration and every bit of expenditure of 
those funds derived from the State and from the county to be super- 
vised by their methods and procedures just as fully as the moneys 
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which were derived from the matched Federal-State funds for pay- 
ment up to the maximum of the statutory ceilings. 

Chairman Curtis. That law was enacted when ¢ 

Mr. Hruska. In 1945. 

Chairman Curtis. Is it still on the books? 

Mr. Hruska, It is still on the books, but it has been repealed by 
the 1953 session of the Nebraska Legislature, effective as of December 
31, I believe, of this year. For the reason, Mr. Chairman, that we 
found it impossible as a State to proceed under the tremendous amount 
of harness which was provided for the horse that was present in the 
situation, the expense of the thing as well as the complicated fashion 
in which it had to be administered pursuant to the prescription of the 
Social Security agencies made it impossible to continue on that basis. 

Chairman Curtis. That was a program where the Federal Govern- 
ment did not put a dollar in; is that correct ? 

Mr. Hruska. That is correct. 

Chairman Curtis. But it did serve the same categories of relief as 
were served by the matching funds where the Federal Government did 
have funds? 

Mr. Hruska. That is right. 

Chairman Curtis. However, it did not in any way impose upon 
the Federal Government that they would be liable for more money 
by reason of that ¢ 

Mr. Hruska. It did not impose any additional requirement. 

Chairman Curtis. In fact, the only effect that it could have would 
be mg Federal expenditure because of the rehabilitation possibilities 

. Hruska. That is correct, and that rehabilitation feature was 
al ic irge part of it, Mr. Chairman. 

Chairman Curtis. Mr. Vogt, were you present when the legislative 
committee conside red the re pei al of this bill ? 

Mr. Vocr. Yes. I testified and recommended its repeal. I rec- 
ommended its repeal for the reason that it wasn’t working properly. 
I recommended its repeal for the reason that I thought we nae pro- 
vide with our own funds, even foregoing 75 percent of State money, 
better medical care than undergo the control and regulations required 

nder the Federal Government. Interestingly enough, in the hearing, 
there was not a dissenting witness opposing the discontinuance of this 
medical program. 

Chairman Curtis. The counties did not come in, even though three- 


fourths of the money came from the State # 
Mr. Vocr. And even though they were going to have to assume full 
responsibility for the medical care over ceilings after 1954. 


Mir. Baker. May I have a question, Mr. Chairman ¢ 

Chairman Curtis. Yes. 

Mr. Baxer. You speak of a medical program which would be re- 
pealed as of December 31 of this year. Did that include any disability 
payments? 

Mr. Voer. Well, no; we do not have the fourth category of dis- 
ability. 

Mr. Baxer. What do you mean by “medical”? Just medical care? 

Mr. Voer. Hospital, medications, nursing home care. 

Mr. Baxer. I do not want to interrupt you too much, but was it 
to eithe r title I or title II recipients ¢ 

Mr. Voer. On all types, blind, aged, and dependent children. 
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Mr. Baxer. Covering those who are recipients under the Federal 
act and also others? 

Mr. Voer. No. 

Mr. Baxer. Just limited to the ones to whom I referred ? 

Mr. Voer. That is right. 

Mr. Baxer. In other “words, Nebraska took the people already re- 
ceiving benefits under the Federal act and in addition to that you 
undertook hospitalization and medical care solely at the expense of 
the State ¢ 

Mr. Voer. That is right. 

Chairman Curtis. Does that answer your question, Mr. Eberharter ? 

Mr. Exeruarter. No. I just want to call the witness’ attention 
to the Social Security Bulletin of March 1953, volume 16, number 3, 
on page 18. ‘There is a table there which is headed “State and Local 
Expenditures for Public Assistance Payments (including vendor pay- 
ments for medical care) to Individuals in Relation to Income Pay- 
ments and Amount Expended per Inhabitant, by State, for 1952.” 
This table shows that in the continental United States the average 
percent of State and local expenditures for assistance—as a percent 
of income payments—was 0.51; that is, about one-half of 1 percent; 
and for all the States these expenditures per inhabitant averaged 
$8.16. The State of Oklahoma which is close by the State of Nebraska, 
spent 1.26 percent on income payments for these purposes, whereas 
the State of Nebraska spent 0.47 percent, showing that the State of 
Oklahoma spent at least two and a half times as much for public as- 
sistance as the State of Nebraska. And likewise the State and local 
governments of Oklahoma spent per inhabitant $14.94, whereas the 
State of Nebraska only $7.09—less than half—for these purposes. 
So that it appears to me from these figures that the State of Nebraska 
could if it wanted to perhaps liberalize its payments and do better 
by its old-age recipients. The effort being made per individual is 
much less, according to these figures, in Nebraska, than it is in the 
State of Oklahoma. 

Mr. Voer. I don’t believe those figures make your point, because I 
don’t think they are sufficiently inclusive. In the first place, a great 
deal more funds for public assistance are spent in Oklahoma because 
they have a larger percent of old people on the program. It is not 
the amount they give per recipient, it is the number they have on. You 
will find that, based on the number they have of aged persons receiv- 
ing assistance over 65, Oklahoma hi is—I am estimating—around four 
times as ms uny as Nebraska. 

Mr. Epernarpr. ‘That is what this very table does. It breaks down 
the expenditures per inhabitant in the State for assistance, showing 
that in the State of Oklahoma assistance expenditures in relation to 
iucome payments were 1.26 percent, whereas in Nebraska they were 
Ol only 0.47 percent. If you dispute those figures, we can verify them. 

Mr. Voer. What is your observation, based on those figures ? 

Mr. Esernarrer. My observation was that perhaps a greater effort 
could be made by the inhabitants of the State of Nebraska at both 
State and local levels, to relieve the old-age assistance and other 
recipients. 

Mr. Voer. We provide for the use of as many resources as possible 
for the care of any person prior to his receiving assistance. ‘That 
means in Nebraska that from the standpoint of relative responsi- 
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bility, we hold relatives responsible. I don’t know what they do in 
Oklahoma. We have a lien law in Nebraska, I don’t know what they 
have in Oklahoma. It breaks down to this, therefore, that we have 
much fewer aged persons over 65 qualifying, because we extend the use 
of the resources to more factors or more elements than many other 
States do, which I think is the explanation for the fact that so many 
more are on assistance in other States. Now, as to the amount they re- 
ceive after they obtain our average grants, I think you will find they 
are higher than in Oklahoma. Furthermore, those figures which show 
per-case expenditures on that table do not include the medical pay- 
ments at all. They do not include the amounts we are paying over the 
ceiling or the amount that is not being matched by the Federal Gov- 
ernment. Am I right? 

Mr. Esernarter. Well, the table is headed, Mr. Vogt—it has the 
specific words in parentheses “including vendor payments for medical 
care.” 

Mr. Voer. Yes, but that does not include the amount that the 
county-State is spending. 

Mr. Esernarrer. That is the point in the table. So that we have 
it certain, it is headed this way. Maybe I had better let you read it 
so that you might understand it a little better. Read it for the record, 
Mr. Vogt. 

Mr. Voer (reading) : 

State and local expenditures for public assistance payments (including vendor 
payments for medical care to individuals in relation to income payments and 
umount expended per inhabitant. 

Mr. Epsernarter. Yes. 

Mr. Vocr. What you are saying is that Colorado spends more per 
inhabitant. 

Mr. Esernarrer. Oklahoma. 

Mr. Voer. Oklahoma spends more per inhabitant than Nebraska, 
and my explanation as to why that is true is because Oklahoma has so 
many more aged persons on per 1,000 over 65 than Nebraska does; and 
the reason they have so many more on, I assume, is because they do not 
include, in determining eligibility, these additional resources, prop- 
erty, and relatives and liens, et cetera. 

Mr. Epsernarter. That is absolutely correct, Mr. Vogt, and the 
reason for that is because we give the privilege to individual States of 
making that decision themselves, insofar as the relative responsibility 
law is concerned, and 1 or 2 other factors. 

Mr. Voer. Well, it is apparently a program, according to the Fed- 
eral law, based on need, which is to include resources, but need doesn’t 
mean anything and neither do resources. And therefore the State 
can exercise discretion in what constitutes need or what constitutes 
resources. If you are saying that, I agree with you. 

Mr. Esrrnarrer. Of course, Mr. Vogt, to some extent we would be 
following the principle that you apparently favor of giving complete 
jurisdiction to the counties, I suppose ? 

Mr. Voer. I am not favoring that. I am not suggesting that. My 
premise was that we try to cover our aged people under title II and 
discontinue public relief to them, get away from the stigma, the 
humiliation, the deprivation that goes with a relief program. 

10e. Winn. Mr. Vogt, where did you take your undergraduate de- 

ree with a major in this field in which you work ? 
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Mr. Voer. In Nebraska. 

Mr. Winn. And your graduate degree ? 

Mr. Voer. Washington University, St. Louis. 

Mr. Wriyn. In the course of your work in Douglas County, Nebr., 
do you come in direct contact with the applicants for and recipients 
of public assistance ¢ 

Mr. Voer. Many of them, sir—and frequently. 

Mr. Winn. Have you found that the increasing number of people 
in your State receiving OASI payments, as a result of the expiration 
of time and as a result of a broadening of coverage, has resulted in any 
reduction in the total expenditures for old-age assistance. 

Mr. Voer. I wish I could say “Yes” to that question, but the 
answer is the opposite. In 10 years roughly our caseload has dropped 
only 9 percent and our expenditures have almost doubled, about 91 
percent. Of course, there is an explanation as to why our expendi- 
tures have gone up, increased cost of living, inflation, et cetera. In 
other words, we still have old-age assistance based on a needs test 
being carried on throughout our State on almost the same basis as it 
was 10 years ago. 

Now, I am using the last official figures that were available to us, 
the 1952-53 figures, which were available to us in the last annual 
report of the board of control, when 1 answer that question. 

Mr. Winn. Mr. Vogt, in August 1945, the then Chairman of the 
Social Security Board in an article entitled “The First Decade in 
Social Security,” printed in the Social Security Bulletin, said: 

The more we learn about the conditions that cause need or are associated 
with need, the more impossible it becomes to draw the distinction between the 
worthy and unworthy poor. Probably assistance will always seem somewhat 
of a stigma to most people who receive it, because, in a money economy, there 
is a sense of personal failure and limitation in not having enough to live on. 
But, as communities fully recognize the right to assistance on the part of 
persons who lack what is necessary for a minimum level of decent human 
existence, they will help to wipe out the conditions that make for hopelessness 
and lack of thrift and tend to perpetuate dependency. 

As a trained social worker who has been in social work for some 
19 years, dealing with the recipients of relief, do you agree with what 
that statement so dogmatically asserts ¢ 

Mr. Voer. Well, I can’t think of any evidence or observations in 
my own community which would support that statement at all, not a 
single one. 

Mr. Wiyyn. In the 1938 Annual Report of the Social Security Board, 
under the heading “Public Assistance,” we find this statement: 

The Board is deeply concerned that the level of payments prevailing in some 
areas of the country is too low to achieve the purpose of either the Federal act 
or the State legislation. 

Will you tell the subcommittee whether the average level of pay- 
ments standing alone reflects the average requirements of the 
recipient ¢ 

Mr. Voer. I think there has to be a lot of knowledge of the local 
community and the local situation before you can answer that. I 
mean this: that costs of living, outside income, relative support, the 
use of resources, all of those factors are elements in determining what 
the recipient is living on. 
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An average grant, for example, of $50 a month to an old-age assist- 
ance recipient in our community and State doesn’t mean $50 at all. 
It means that is all he is getting to supplement other means of support 
which he has from his own local community. 

Mr. Winn. In other words, the cash payment is a residual ? 

Mr. Voer. That is right. At the moment, for example, 20 percent of 
our old-age assistance cases are also receiving OASI—that is, in 
Douglas County—but if you should go out in ‘the State you would 
find the situation less than 5 percent, because, in rural Nebraska, they 
have had less opportunity to work in covered employment, and there- 
fore, OASI supplementation is much less. 

So that statement has no meaning at all, unless it is related to the 
local situation, the local factors that make and determine need. 

Mr. Winn. Then your answer is that the level of payments prevail- 
ing is no indication of the average requirements of the recipient that 
are being met by the old-age assistance payments? 

Mr. Voer. That is correct. 

Mr. Winn. I believe you testified that your State has a lien law. 
Could you very briefly tell us what that lien law provides? 

Mr. Voer. It becomes a mortgage enforceable at the time of the 
death of the recipient and/or his dependents. That lien is filed, held 
as a mortgage, and then at the time the estate is settled reimburse- 
ment is required from the property. 

Mr. Wixn. Is this lien attached to real property only in Nebraska? 

Mr. Voer. Only real property. 

Mr. Winn. What, if you can say, has been the effect of the lien in 
your State on your case load ¢ 

Mr. Voor. At the time the lien law went into effect in our com- 
munity it reduced assistance to the aged people about 5 percent. In 
other words, 5 percent of the aged recipients withdrew their applica- 
tions, most of them at the request and insistence of their sons and 
daughters, who felt that the calculated risk of providing care for 
them for the time they had to live was such that they could afford to 
take care of them rather than lose the property, or have the property 
mortgaged. 

Now, I think it is difficult to estimate how many did not apply 
because of the lien law, and that probably affects more. I am just 
cuessing at that, and your guess Is as good as mine. 

Mr. Winn. Your opinion is that people have not filed because of 
the lien law? 

Mr. Voer. Yes, and I should suggest that a minimum of 10 percent, 
5 percent withdrawn and at least 5 percent who did not apply, are not 
on the rolls, as the result of the lien law in our State—or certainly, 
in our community. 

Mr. Winn. What has been the effect of your lien law on the financial 
burden of the OAA program ¢ 

Mr. Voer. Well, of course, it would reduce it by approximately that 
amount, 10 percent. In our State we spend approximately $18,000,- 
YOO a year. 

Mr. Winn. What is the maximum amount of resources stated both 
as to capital and income, permitted in your State to be owned by a 
recipient of old-age assistance / 
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Mr. Voer. First of all, a home in keeping with the neighborhood 
is permitted, and we file a mortgage on that home; liquid assets not 
to exceed $500 per recipient are established. In excess of that amount, 
either in cash, in value of insurance policies, et cetera, excludes the old 
person from eligibility for assistance. 

Mr. Wiwn. Is it true that the presence of a lien law permits a 
larger dollar value of resources to the extent that the resources are 
real property, because in that case the cash grants are the equivalent 
of a mortgage loan against real property ? 

Mr. Voer. If I understand the question ; yes. 

Mr. Winn. You also testified, I believe, that your State has a rela- 
tive-responsibility law? 

Mr. Voar. Yes. 

Mr. Winn. Will you explain briefly what that law is? 

Mr. Voer. That law provides that any son or daughter who is able 
shall be expected to provide for his parents, and under the reciprocal 
nonsupport act which is in operation, the board of control has ex- 
tended that act to sons or daughters living in any of the other States 
having that reciprocal support act, which, I believe, means about 
40 other States. 

In order to determine whether a relative can or cannot provide 
support, in our State we send out a questionnaire, or interview them 
and fill out a questionnaire, in which we determine their income, their 
obligations, their dependents, and then apply to that a formula as to 
the extent to which they are able and the amount which they will be 
expected to pay. 

Mr. Coorrr. Mr. Chairman, let me ask a question. 

Chairman Curtis. Yes. 

Mr. Coorer. What was it that you said the 40 States required ? 

Mr. Voer. Not 40 States required—I think that about 40 States 
have adopted this reciprocal support act, and under that act, our 
attorney general ruled that relatives, sons and daughters of parents 
living in our State were liable for the care of their parents. ‘There- 
fore, an attempt has been made to obtain support from relatives, not 
only within the State, but in those 40 States having that nonsupport 
act. 

Mr. Coorrr. That is the action of 40 State legislatures? 

Mr. Voar. Yes. 

Mr. Coorrr. Thank you. 

Mr. Winn. This questionnaire to which you referred, Mr. Vogt, 
is a questionnaire that is executed by the relatives, or by the applicants 
for assistance ? 

Mr. Voar. By the relatives. 

Mr. Winn. What has been the effect of the relative-responsibility 
law in your State on your caseload ¢ 

Mr. Voer. Well, certainly it is the most important factor of eligi- 
bility, without any question. I think it is safe to say that our caseload 
would be double what it currently is, if it were not for the relative 
support requirement. 

Mr. Winn. Your answer, I assume, would be that the financial 
burden would also be doubled ? 

Mr. Voer. The financial burden would, therefore, be doubled; 
correct. 
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Mr. Winn. What, if you know, Mr. Vogt, is the recommendation 
of the Bureau of Public Assistance of the Social Security Administra- 
tion as to lien laws and relative responsibility laws, and their imple- 
mentation in connection with old-age assistance ¢ 

Mr. Voer. Lam sorry. I do not know. 

Mr. Winn. Would you say, Mr. Vogt, that the repeal of lien laws 
and relative responsibility laws has the “effect of libe ralizing the defini- 
tion of “need” ? 

Mr. Voer. Certainly, tremendously. 

Mr. Wry. Is it also true that as the need test is liberalized the cash 
payments tend to become available to more persons over 65 ¢ 

Mr. Voer. Yes. The record establishes that in the variation of pay- 
ments between States as well as in the number of recipients per 1,000 
over 65 receiving assistance. 

Mr. Winn. And is it also true that as the cash grants tend to become 
universally received, they tend to be considered as rights vesting merely 
by virtue of having achieved the age of 65, and regardless of actual 
need / 

Mr. Voer. I am convinced that is true. 

Mr. Winn. Is it true, Mr. Vogt, that in 1935, at the time this act was 
passed, the existing depression made expedient the payment of cash 
grants to persons over 65, to relieve the pressure of the attempts of 
these aged persons to find employment in a depressed labor market ¢ 

Mr. Vocr. I assume that that was true. I know the depression 
created an unemployment situation and that certainly the Assistance 
Act was passed to provide for care when employment was not availa- 
ble, and it was not available for many of our aged people at that time. 

Mr. Winn. But since the date of the passage of this act, our national 
economy has had several years of high production and a resultant 
labor shortage; has it not? 

Mr. Voer. That is right. 

Mr. Winn. Has your state department, in order to increase the 
national production and to decrease the financial burden of old-age 
assistance in a period of local labor shortage, refused to grant or to 
continue cash grants to aged persons who have marketable skills? 

Mr. Voer. Only during the past year have we had such a policy, 
and it has been a very easy one to apply with the aged people. 

In the first place, most of our aged people that can, want to work 
and do, and “4 vy prefer employment, certainly, to going through this 
ordeal that I described, of having to apply for assistance. So that, 
as I suggested, I believe, a little while ago, and gave you the figure, 
roughly 40 percent of our aged people are employed. 

I also suggested that over 900 aged persons 71 years of age left our 
relief rolls voluntarily, to work. Our aged people want to work. 
Unfortunately, to some people, 65 has become sacred, and forced retire- 
ment has become necessary with a lot of people who should not be 
retired. We find that our old people want to remain active, employed, 
useful, productive as long as possible. 

Mr. Winn. Your answer to the question is that the State has not 
insisted on these people using their marketable skills where they do 
not want to? 

Mr. Vocr. Up until a year ago. In the past year we have been mak- 
ing inquiry as to the possibility of employment of these aged people, 
and consider employment as a resource. 
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Mr. Baxer. Mr. Chairman, when counsel has finished the subject 
of liens and recovery and relative responsibility, I would like to ask 
3 or 4 questions, but not until you do finish that subject. 

Chairman Curtis. You may proceed now, Mr. Baker. 

Mr. Baxrr. How long has Nebraska had a lien and recovery 
statute? Let us combine the two, because they are the same thing. 

Mr. Vocr. We had first, Congressman, a claim. Then it was re- 
pealed—lI will have to estimate this—I think it was repealed in 1945 
and reenacted in 1948 or 1949 as a lien law. 

Mr. Baxer. Well, you treat lien and recovery as the same 
thing, do you not? In other words, the recovery is to get the money 
back and the lien is to give you a means of getting it bac a) 

Mr. Voer. That is right. 

Mr. Baker. Now, for how long a period of time have they had it? 
In other words, for how long has it been the law in Nebraska ? 

Mr. Voer. Since 1947, I think. 

Mr. Baxer. Continuously ? 

Mr. Voer. Yes. 

Mr. Baxer. Offhand, do you have any figures as to how much 
money has been recovered by virtue of this lien and recovery statute ? 

Mr. Voer. Well. in my own community we average, due to the 
death of the recipient, at the time the mortgage is executed, around 
$30,000 a year recovery. Now, that has varied from year to year. 

Mr. Baker. Do you enforce that upon death of the recipient and his 
dependents? Did I understand you correctly on that? 

Mr. Voer. It is not enforcible as long as he still has a dependent 
living in the home. 

Mr. Baker. By dependent you mean, of course, the spouse ? 

Mr. Voer. In most instances it would be the spouse. 

Mr. Baker. And if there should be any children under 18 charge- 
able, they would be termed “dependents”? 

Mr. Voer. That is right. 

Mr. Baker. Does your statute of lien and recovery treat this money 
as a loan to these old ‘people ? é 

Mr. Voer. Well, that is the effect it has to the recipients of old-age 
assistance who have real property. It is a loan up to the amount of 
the value of that. property. 

Mr. Baxer. Well, it is a loan up to the amount of money you give 
them; that is what you mean ? 

Mr. Voer. That is right. 

Mr. Baker. Do you recover the entire amount that you gave them ? 

Mr. Voer. Oh, no. Sometimes the property may not be worth that. 

Mr. Baker. That is, the lien part. But as to the recovery part, 
when you put an applicant on the rolls, you first determine that he 
has some property, a homestead, real estate. Then you charge against 
that every dime that you give him? 

Mr. Voer. That is correct. 

Mr. Baker. Fundamentally, can you see any justification for that? 

Mr. Voar. I can see some justification for it, and I can see some 
injustice to it. 

Mr. Baker. I am not talking about relative responsibility at all. 
That is an entirely different subject on the definition of need. I am 
talking only about recovery. 
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Mr. Voer. The justification is this: To whom does the property go 
after the death of the recipient? Mainly to a son or daughter, pre- 
sumably as heir. In other words, it is merely an extension of relative 
responsibility and provides that the taxpayer receive reimbursement 
in the place of the property going to his heirs. 

Now, to that extent, it may be fair, as fair as any aspect of the 
relative responsibilty law is. It is unfair to this extent, I think— 
and this situation works in relief—that is, you give the most to those 
who have contributed the least, to the least thrifty. Our largest grants 
go to our skid-row area. 

We have the largest medical care program down there; our largest 
rates of medical problems and assistance. The little couple who have 
saved and have a home of their own receive the least. 

Mr. Baxer. If I may interrupt you, you do not give to them at all— 
you loan to them. 

Mr. Voar. We give, at least for the moment, and whether we loan 
depends on the value of the property at their death. 

Mr. Baxer. But you treat the entire matter as a loan where you 
invoke your lien or recovery statute. 

Mr. Vocr. No; we donot. Can you answer that? 

Mr. Hruska. Mr. Congressman, it just happened that I testified and 
was present during consideration of the passage of this lien law in the 
legislature, when it was considered. Here generally was the rationale 
followed by the members of the committee. 

They did not treat it as a loan. They treated it as implying that 
they gave assistance as freely in that instance as at any other time, 
without interference in any way by reason of the ownership of the 
house. 

They took the position, however: That inasmuch as the house, upon 
the death of that recipient, woul | go to his heirs after the death of 
himself and his dependent, all they were doing by advancing that 
assistance money was taking the place of the children by supporting 
the recipient, by giving him maintenance moneys, therefore, when 
the time came to liquidate the recipient’s estate, the State should 
likewise take the place of those children to the extent that they fur- 
nished the assistance and maintenance moneys to their parents, which 
was the original duty of the children in the first place. 

Mr. Baker. That is the best explanation we have had here in these 
hearings, Mr. Congressman. Do you also make some allowance for 
funeral expense, I suppose ? 

Mr. Voer. Yes. 

Mr. Baxerr. That is, you allow a flat amount out of this property, 
to bury the old person ? 

Mr. Voer. That is right. 

Mr. Baxer. Is that $300? 

Mr. Vocr. That is correct. Three hundred dollars. 

Mr. Baxer. Is that the only thing? 

Mr. Voer. There may be other claims having precedence over ours. 

Mr. Baxer. Does the funeral bill come first, up to $300? 

Mr. Voar. Yes. 

Mr. Baxer. And then the claim of the State? 

Mr. Voer. Yes. 

Chairman Curris. In what situation do taxes come in there. 
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Mr. Voer. I think think they have a prior lien on any property. 

Mr. Baker. It is particularly iapeniatinn I would say, because 
Tennessee had these statutes for about the same length of time as Ne- 
braska, for lien and recovery, but it has been repealed in this year, 
1953. 

You understand also that in fraud cases you have a right of re- 
covery, regardless of such a statute—you agree with me on that, do 
you not? 

Mr. Voer. That is right. 

Mr. Baker. Even misrepresentation, let us say fraud in law, where 
there was a misrepresentation of facts, maybe without the intention— 
you could still recover that, regardless of the statute. Do you agree 
with me on that? 

Mr. Voer. Yes. 

Mr. Baxer. I believe that is all. 

Chairman Curtis. Mr. Counsel. 

Mr. Winn. Mr. Vogt, how does your State handle a situation where 
a man is over 65 and his wife is under 65 but is necessary to the care 
of the husband, and where need is admitted ? 

Mr. Voer. Well, we have what we call in our community and State 
the household approach. 

We set up a budget for both of them and then do all we can to meet 
the total amount of that budget from the assistance funds. 

Actually the old man might, as an aged recipient, have enough 
money to care for himself, and actually he is the only one that can ap- 
ply, as he is the only one over 65, therefore, technically, he is not 
eligible, but by using the household approach we have a budget deficit 
and therefore pay him an amount of assistance and in turn, you might 
say, his income goes to take care of his wife. 

Mr. Wrixn. Now, the aged man who has a wife under 65 and who 
needs a wife, and where need is admitted, but who has no resources, 
receives no such benefit from the household approach, does he, Mr. 
Vogt? 

Mr. Vocr. No, that is right. He would not receive any help. 

Mr. Wry. Is 100 percent about the household approach also true 
where the person who is necessary to the well-being of the aged re 
cipient residing in the home of the aged recipient is not related to him? 

Mr. Voer. I do not think we do that in our State. 

Mr. Winn. What degree of relationship is required, Mr. Vogt, if 
you know ¢ 

Mr. Voer. The spouse is the only instance in which we do it, I 
think, 

Mr. Winn. Does the State continue old-age assistance grants to 
recipients who leave the State to establish residence elsewhere? 

Mr. Voer. For 1 year, or up to 1 year. If there was intent to leave 
the State definitely, the answer is “No,” but if for practical purposes 
they leave the State and are gone up to 12 months, an assistance will 
be paid. 

Mr. Winn. On the theory that they still are residents of the State 
who are absent ? 

Mr. Voer. That is right. 

Mr. Winn. Does your State continue old-age assistance grants to 
recipients who leave the State temporarily on visits or on vs acations? 

Mr. Voer. Yes, and again up to 1 year. 
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Mr. Wixn. What is the practice in your State as to checking up on 
information concerning eligibility which is furnished by the appli- 
cant for old-age assistance ? 

Mr. Voer. Well, our requirements are quite definite that all infor- 
mation must be verified, and all information is verified as far as 
possible, by public records or reputable references. The statement 
itself is relatively simple, but it is in the area of verifications that 
we are public nuisances, as far as the banks, notaries public, and 
neighbors are concerned. 

I suggested that we had a maximum of 340 questions, many of 
which have to be verified, and we have to go to objective sources of 
information; to the register of deeds, to the voting records, and 
around and around we go verifying, verifying, in order to establish 
a public record not based on the applicant’s statement, but rather 
upon a ver ified one. 

Mr. Winn. Do you know what the recommendation of the Bureau 
of Public Assistance of the Social Security Board is in connection 
with the use of the applicant as a primary source of information 4 

Mr. Voer. No, I do not—I should, I suppose, but I do not recall. 

Mr. Winn. You mentioned a few moments ago, Mr. Vogt, that 
employability, during the past year, has been included as a resource. 
What do you mean by that? 

Mr. Voer. Well, prior to the time when employability as a resource 
was considered, the applicant was assumed to be eligible for help 
without regard to his capacity to work or his wen to work. 
Since we use it now as a resource, we inquire, (1) Are you able to 
work? (2) Isthere asuitable job available for you’ ’ 

Mr. W inN. Is this practice confined to the old-age assistance pro- 
gram ¢ 

Mr. Voer. No, it was extended, in fact, to the aid to dependent 
children program before we adopted it for the old-age assistance, 
and it has been in effect since 1950 in the aid to dependent children 
program and just the past year under old-age assistance. 

I should suggest that in our community we have had maximum 
employment, jobs going begging most of the time, in the last 10 years. 
So there was ample opportunity for self-support, if capacity and will- 
in@ness existed. 

Mr. Winn. When you refer to the aid to dependent children pro- 
gram, I assume that you are talking about the mother or father 
primarily as the one being employable? 

Mr. Voer. Yes. I would like to really comment on that one, because 
it was adopted finally, and after a great deal of effort, employability 
as a resource, because we found that there were many families to which 
it would contribute to their rehabilitation. We found, for example, 
where we were ps aying 3 aid to dependent children checks in 1 family, 
and that meant 2 adults could justifiably be employed. We then were 
able to try to find suitable employment for them. We also found 
women who had perhaps only 1 child, 14, 15 years of age, away from 
the home all day, so that the mother’s absence from the home in no 
way deprived the youngster of suitable care. And it was in those 
instances where we explored the possibilities of employment. 

In the first year of operation in my own community, employability 
as a resource in aid to dependent children alone saved over $100,000 a 
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year, as well as contributed to the rehabilitation, the self-support, the 
sufficiency of the family. 

Mr. Winn. How does this employability provision work, Mr. Vogt? 
How do you invoke it, in other words, and what is its effect ? 

Mr. Voer. I think in part I have answered that question. At the 
time the person files an application the first question we ask is “How 
have you been getting along? How is it that you need help now? 
Back of that question is what we can do, in other words, to make relief 
unnecessary. 

“Are you ill? Is there a physical condition which contributes to 
your inability to support yourself?” 

So we try to work on the premise that there must be some reason 
why the applicant cannot support himself, and therefore correct that 
condition and, in correcting that condition, we find it will be possible 
for the applicant to obtain a suitable job and support himself and 
be denied or taken off the assistance rolls. 

Mr. Winn. Suppose you find a job for the applicant which the 
applicant does not want to take? What happens then as a result of 
treating employment as a resource ? 

Mr. Voer. In our community it has not been one job, it has been a 
half dozen jobs, and when we reach that point, we have been refusing 
assistance. 

Mr. Winn. Did you run up against any recommendation of the 
Social Security Board in connection with the problem of employ- 
ability ? 

Mr. Vocr. Yes, we did; but, if you will permit me to refer that 
inquiry to Mr. Hruska, I would like todo so. Mr. Hruska was a mem 
ber of the Advisory Committee at that time, and knows about discus- 
sions relating to employability. 

Mr. Wryy. Mr. Hruska, do you have before you a copy of a letter 
dated October 23, 1947, addressed to Mr. Neil C. Vandemoer, Director 
of Assistance, Department of Assistance and Child W alfare, State 
House, Lincoln 9, Nebr., from Edith Foster, Regional Representative, 

Sureau of Public Assistance, 330 Midland Bank Building, Minneapolis 
1, Minn. ? 

Mr. Hruska. I have sir. 

Mr. Winn. Was that letter received by the director of assistance of 
the State of Nebraska ? 

Mr. Hruska. Yes, it was. 

Mr. Winn. Do you know what the public assistance regional repre- 
sentative is that sent that letter to Mr. Vandemoer / 

Mr. Hruska. The capacity held by that officer ? 

Mr. Wrny. Is that a regional office of the Social Security Admin- 
istration ? 

Mr. Hruska. That is right. It is the regional office of the Social 
Security Administration, located in Minneapolis, Minn. 

Mr. Winn. Can you tell the subcommittee the occasion of the receipt 
of this letter, Mr. Hruska ? 

Mr. Hruska. Yes, Mr. Counsel. The background generally is this: 
This Advisory Committee to the Board of Control was created by the 
1947 legislature. 

One of the first items on its agenda at the time that it assumed its 
duties to recommend and advise with the Board of Control was the 
matter of employability of mothers of dependent children. 
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The request was made of the Board of Control that it explore the 
possibility for implementing that as a resource; that is, the employ- 
ment of mothers. 

I do not have the letter, but it is my recollection that the first letter 
received by the Board of Control in response to their inquiry, from 
some office of the Social Security Board, was to the effect that it could 
not be done. In the meantime they discovered that it not only could 
be done but that it was actually being done in the State of Illinois; 
that the State of Illinois was considering the employability of mothers 
of dependent children as a resource, and in instances where that re- 
source was not properly capitalized upon, under proper conditions, 
having due regard for the interests of the young children in the home, 
that assistance was denied, those grants were denied. 

Then this second letter came, and it was in response to the second 
request made of the Social Security Board or its proper agency, saying 
“How does it happen that Illinois can do it and we, a sovereign State, 
as fully sovereign as far as we know, as Illinois, how does it happen 
then that we cannot do it? 

Therefore, this letter was forthcoming, and was considered by us 
and, I believe it was in our November meeting of 1947, a joint meeting 
of the Board of Control and our Advisory Committee to that Board. 

Mr. Wrxn. Mr. Chairman, at this time I ask that this letter be re- 
ceived into the record and marked as exhibit 82. 

Chairman Curtis. Without objection, it will be so received. 

(The letter referred to, numbered exhibit 82, follows :) 


EXHIBIT 82 


MINNEAPOLIS 1, MINN., October 23, 1947. 
Mr. Neri C. VANDEMOER, 
Director of Assistance, Department of Assistance and Child Welfare, 
State House, Lincoln, Nebr. 

DEAR MR. VANDEMOER: There have been several discussions recently between 
members of the State agency staff and representatives of the regional office 
regarding the treatment of employability as a resource in the ADC program. 
There is nothing in the Social Security Act which would preclude the State 
from considering employability of an applicant in relation to the amount of 
assistance to be provided. 

It should be pointed out that the policy of the Social Security Administra- 
tion consistently has been that only available income should be taken into 
consideration in determining need. Available income has been defined as income 
n hand or income which will be received with certainty. 

The Bureau recommends against the adoption of a policy of considering em- 
ployability as a resource. The recommendation is contained in item IV-8401.1 
of the Handbook of Public Assistance Administration. The concluding para- 
graph reads: 

“The Bureau of Public Assistance recommends against any policy of denying 
or withdrawing aid to dependent children as a method of bringing pressure upon 
women with young children to accept employment. Public assistance recipients 
should not be subjected to undue pressure and receive different treatment from 
that accorded other persons in the community simply by reason of the fact that 
they are in receipt of public assistance. In cases of families receiving aid to 
dependent children, children are already, in most instances, deprived of the care 
of one parent, and, therefore, need the protection and personal supervision of 
the available parent.” 

Consideration of employability as a resource involves difficult if not insur- 
mountable problems. Any approach to the problem would as a minimum require, 
in ADC, criteria or tests for suitable employment; i. e., employment within the 
physical capacity of the individual; employment appropriate to the previous 
work history, if any; and criteria for determining suitable care of the children 
involved. We know of no criteria or principles which could be developed that 
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would provide an objective basis for administering such a policy. Inevitably, 
the prejudices of a worker and subjective considerations would be injected into 
the decision. A general lack of uniformity of administration of the policy 
could be anticipated. The problem is not too dissimilar to that encountered 
by many State agencies in administering suitable home provisions in their ADC 
plans. Many States have by legislative or administrative action removed 
suitable home provisions from their plans. Not only were such provisions 
impossible of administration, but they failed to provide for the needs of the 
children. 

In the final analysis, only the mother is in a position to decide whether it is 
best for the children’s welfare for her to work to provide all or part of the 
necessary income or to devote her efforts exclusively to the maintenance of the 
home and care of the children. 

Sincerely yours, 
EpitH Foster, 
Regional Representative, Bureau of Public Assistance. 

Mr. Winn. Mr. Hruska, can you tell us what effects this letter 
had on the State authorities in charge of public assistance in Nebraska ? 

Mr. Hruska. The initial effect, however, was this. The board of 
control was moved almost entirely by the discussion of policy contained 
in that letter which lies actually in the paragraphs following the first 
paragraph of that letter. 

The first paragraph of that letter contains this, which would have 
been sufficient to have answered the inquiry made, but the second 
sentence in that paragraph reads: 

There is nothing in the Social Security Act which would preclude the State 
from considering employability of an applicant in relation to the amount of 
assistance to be provided. 

The next page and a half, approximately, consisting of several 
paragraphs, starts out like this: 

It should be pointed out that the policy of the Social Security Administration 
consistently has been that only available income should be taken into considera- 
tion in determining need. 

Then they point out in the succeeding paragraphs the many, many 
obstacles which would be in the way if this employs ability would want 
to be considered as a resource. I say that the original impact of this 
letter on the board of control was such that in all likelihood they 
would have followed the determination of policy suggested in this 
oe had it not been for the encouragement and for the stamina lent 
by this advisory board to the board of control which recommended 
flatly that employability of mothers of dependent children be con- 
sidered as a resource, and that recommendation made in that meeting 
was followed by repeated efforts to hasten the preparation of the 
proper manual sheets, and the implementation of that decision made 
also by the board of control pursuant to our recommendation as an 
anyinery committee. But it was not until March of 1950, almost 214 
years later, that the thing was put into effect. 

Chairman Curtis. May I say right there that yesterday we had 
before us Mr. Rader, of Oklahoma, the State director. 

That State had had some difficulty years ago and this committee 
had taken cognizance of it. One of the things that he had inaugurated 
there was requiring parents to work where it was just, in the premises, 
that they did, and he pointed out that they were doing that not as a 
move against children, but really for children, that they might live 
in a home where parents who were able to work did work at some 
honorable employment. 











632 ANALYSIS OF THE SOCIAL SECURITY SYSTEM 


Mr. Vogt, may I ask you this question: In reference to the employ- 
ability of mothers, with children to support, no doubt there are situa- 
tions where such a requirement would not be right nor appropriate, 
and there are other situations where it might be : appropriate. 

As a welfare director, I wish you would discuss that and give us 

. hypothetical case of where, in your opinion, a rule requiring the 
aathies of dependent children to work would be proper and in what 
type of case, in your opinion, it would not be proper. 

Mr. Voar. We have eight hundred-and-some cases on our ADC rolls 
in our local community, and I can say more or less categorically that 
we consider that in these cases it would be improper for us to expect 
the mothers to work. 

Chairman Curtis. Why ? 

Mr. Voer. Usually because of smaller children. I mean preschool 
children, several children, justifying the mother spending her time 
in the home to provide an adequate home for her children. 

Chairman Curris. In other words, when you are talking about the 
employability of mothers, you are not talking about that group where 
the mother’s he slp is neede d for the children? 

Mr. Voer. We are talking about the absence of the mother from the 
home to work, where absence would not affect adversely the develop- 
ment and proper training of that child, either because there is one or 
more other adults in the home or, for example, a disabled father. 
Sometimes the mother has a work history, the father is in the home 
and is just not able to work, but is there. He can look after the chil- 
dren when they are not in school. 

Sometimes there is an aunt or some other relative in the home, or, 
as I suggested a moment ago, there are other adults also receiving aid 
to dependent children, and one or more of those are in the home, so 
that the mother can leave. 

I also suggest that when there are only one or two children, ad- 
vanced well along in adolescence, and in high school, who are gone 
all day, that the mother could be gone all day without adversely af- 
fecting the care of the children. 

In our community the children are gone all day. Lunches are pro- 
vided in the school. Fin: ally, a job has to be provided. We do not 
cancel grants unless suitable employment is available. This policy 
has been exercised with a great deal of concern to protect the chil- 
dren. We are concerned about juvenile delinquency. 

In the aid to dependent children cases in our county, what portion 
of those are due to desertion and nonsupport explain over half of the 
recipients of aid to dependent children grants, and roughly $435,000 
of annual —— result from desertion and that is in the face of 
the fact, Mr. Chairman, that we do all that we can to enforce support. 
But, these fathers are too many and too numerous, and the advantage 
to them of having their families receive assistance while they play 
hide-and-go-seek, has been paying off. Many of them are in the 
community and neighborhood. We have a large area, and it is dif- 
ficult to locate them. We have found evidence of collusion. We some- 
times have 15 to 18 of these men in jail, but nevertheless the absence 
of the father due to plain desertion, unwillingness to work, and ir- 
responsibility, remain the explanation for over half of the cases re- 
ceiving aid to dependent children grants in our community. 
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Chairman Curtis. In other words, one of the problems of adminis- 
tering relief, regardless of who does it, is that the honest, the thrifty, 
the conscientious, the saving type of individual perhaps cannot make 
a good case. The shiftless and the brazen, and the individuals who 
are not too careful about what they answer to a question can sometimes 
make a better case. Is that not one of the problems that you have to 
face ? 

Mr. Voer. That is right. It is a basic problem. 

Mr. Winn. Mr. Hruska, before we leave exhibit 82, this letter from 
Edith Foster, will you read into the record the last paragraph of that 
letter, particularly in view of what Mr. Vogt has just said ? 

Mr. Hruska. The last paragraph of this letter, exhibit 82, reads as 
follows: 

In the final analysis, only the mother is in a position to decide whether it is 
best for the children’s welfare for her to work to provide all or part of the 
necessary income, or to devote her efforts exclusively to the maintenance 
of the home and care of the children. 

Chairman Curtis. Have you any questions, Mr. Goodwin ? 

Mr. Goopwin. No questions. 

Chairman Curtis. Have you any further questions, Mr. Eber- 
harter ¢ 

Mr. Esernarrer. I have a few, Mr. Chairman, if you do not mind. 

Mr. Vogt, your testimony this morning has been quite critical of 
the present Federal program, has it not? 

Mr. Voer. Yes. 

Mr. EvernArrer. Yet in the first instance, in response to a question 
of mine, you say you are only testifying for yourself and not for the 
State of Nebraska, nor the State director? 

Mr. Vocr. That is right. I am not speaking for the State at all. 

Mr. Exsernartrer. This morning, at about 10 o’clock there was de- 
livered over in the House Press Gallery, a press release, press release 
No. 12 from the Subcommittee on Social Security, headed “Omaha 
Public Welfare Official Hits Federal Controls. Calls Public Assist- 
ance Operations ‘a Monstrosity.’” Then further on in the release 
I see: 

Mr. Vogt said that public assistance operations under Federal controls, with 
participating State and local governments, have become “an administrative 
monstrosity.” 

Did you see this — before ? 

Mr. Voer. Yes; I did. 

Mr. Everuartrer. You did? 

Mr. Voer. That is right. I saw that release. I mentioned a mo- 
ment ago that I met with Mr. Schlotterbeck last evening in his office. 
I did not know just what kind of preparation was needed. I had this 
statement that I presented here this morning to give. I found out that 
part of my prepared statement, particularly information relating to 
the variation between grants in States had already been presented to 
the committee, and that my statement seemed unduly long. 

Chairman Curtis. May I inquire from the gentleman from Penn- 
sylvania if he has objection to a news release? 

Mr. Esernarter. I have no objections whatsoever. I might just 

say, though, that it is quite unusual for a release of testimony to be 
given before the testimony is actually given to the committee. 
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Of course, my point is this: that in this release there is no reference 
whatsoever to the answers to the questions which were propounded 
officially by members of the subcommittee. 

Chairman Curtis. May I call attention to the fact, Mr. Eberharter, 
that a similar release was prepared in reference to the testimony of 
the other relief directors, based on what they wanted to say to ‘this 
committee. That release covers the material in Mr. Vogt’s paper and, 
unless you have something further to inquire of the witness relating 
to social security, I do not think that we should take further time in 
discussion of news releases. 

Mr. Eseruartrer. Mr. Chairman, I want to call attention to the 
Committee on Ways and Means report to the House of Representa- 
tives, on the Social Security Act Amendments of 1949, House Report 
1300, 8ist Congress, wherein it contains a minority report by the 
chairman of this present subcommittee, and to save time, if I will be 
permitted, may I have inserted in the record at this point the part 
that is printed on pages 183 and 184, summarizing the conclusions, 
signed by the chairman ¢ 

If I may have that permission, I just want to state that those con- 
clusions in some cases are practically exactly the propositions ad- 
vanced by the witness this morning. 

Chairman Curtis. Mr. Eberharter, you pay mea high tribute. Mr. 
Vogt is one of the outstanding men in this field, and you pay me a 
high tribute. 

I have repeatedly stated that the minority report which I made in 
1949 was prior to the last two broad amendments of the Social Secu- 
rity Act. 


We are proceeding here to look at the matter objectively. There 
are many things cited in there on which I still stand. In some things 
the situation has changed. 

Mr. Esernarter. May I have permission to insert that? 

Chairman Curtis. Without objection, so ordered. 

(The report referred to follows:) 


CONCLUSION 


I have, in the foregoing paragraphs, presented only some general ideas of how 
I would overhaul the insurance program. To put these ideas in somewhat more 
concrete, but not at all final form, I am submitting the following outline of 
tentative benefit proposals: 

1. Payment of old-age benefits to all citizens who have reached retirement age 
or over, to the widows of deceased citizens and to their orphaned children under 
age 18. 

2. Payments within each category (aged, orphaned, etc.) to be uniform in 
amount, though amounts for different categories may differ. 

3. No needs test or work clause, except that other federally supported benefits 
programs would be offset. 

4, Federal grants-in-aid for old-age assistance and aid to dependent children 
would cease, and all such assistance payments would be State financed. 

5. Benefits provided would be financed by addition of a flat percentage rate, 
especially designated in the return, to the normal income tax rate. 

6. Benefit amounts would be included as taxable income in the ordinary in- 
come tax return. This would discourage many who do not need it from apply- 
ing for the benefits; at the same time, evils of the present system would be 
eliminated and the costly burden of supporting thousands and thousands of wel- 
fare workers, inspectors, record offices, and the like would be eliminated. 

I would repeat, however, my earlier statement that such overhauling must be 
preceded by an objective and thorough reexamination, such as has not been done 
to this time. I do not disparage the work of previous congressional groups on 
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this subject, and particularly not the work of the present Ways and Means 
Committee, which is to be congratulated on its rejection of some of the most 
extravagant and visionary proposals contained in the original administration 
request for legislation. The committee has perhaps done the job as well as pos- 
sible by patching up a hopeless program, and trying to make an untenable pro- 
gram work. 

On the other hand, with due regard to the high caliber and public spirit of 
the individuals comprising the various advisory councils on social security, I feel 
it regrettable that these councils have not been able to make more thorough 
reexamination of fundamentals. Each council has been made up of individuals 
who were experts in their own outside fields and who, being extremely busy 
men in these outside fields, could not take the necessary time to make such re- 
examination; consequently, acceptance of the proposals developed by the Social 
Security Administration staff members became an almost inevitable course. I 
feel that a study should be made by a group consisting largely of persons who 
can devote full time for several months to the work, who are largely technicians 
in this field, and who at the same time are fully independent of administration 
pressure. Only in this way can a widely objective and thorough chart be laid 
for future development. 

Cart T. Curtis. 

Mr. Exvernarrer. There is one other question. 

Chairman Curtis. Just a moment before we leave that. The in- 
ference has been made here by the gentleman from Pennsylvania and 
the gentleman from Tennessee, Mr. Cooper, that Mr. Vogt did not 
prepare his own statement. 

I resent that. I think that both of them owe Mr. Vogt an apology. 

Mr. Voer. I do not really believe the *y mean what the Af said. You 
do not know me, gentlemen. I have been saying what was said in that 
paper for 5 years, or 10 years. 

I thought that we were going to have public assistance and social 
security for a 5- or 10-year period. 

I think that relief should be based on an emergency program. You 
cannot provide a charity from Washington down. I think that 
charity begins and ends at home. I think we have to do it there. 

It is my conviction and the whole premise of my statement that 
the local communities accept responsibility for re lief and the Federal 
Government restrict itself to the insurance or the protective type of 
coverage which could be done on an objective basis. 

I happen to have the courage to defy, at times, both my county 
board and others. My resignation is on their desk. They know it. 
I speak what I feel and what I think without regard to where the c hips 
fall, and I have no hesitancy in accepting the responsibility, total re- 
sponsibility, for what went into that paper, which I prepared rather 
hurriedly with my secretary alone, 4 days ago. 

Mr. Esernarter. I do not think that any member of the subcommit- 
tee has any question whatsoever as to the sine erity, your sincerity in 
the views that you have expressed. I know that definitely you are 
sincere in the ideas you advanced to this committee. 

Mr. Voer. Thank you. 

Mr. Esernarrer. And everything you said is honestly your own 
view, both what you said in your prepared statement and in answers 
to questions propounded. 

You do not think that you have been treated unfairly; do you? 

Mr. Voer. Not at all. I have enjoyed this, and it has been a privi- 
lege and honor. This is the second time in my life that I have been 
in Washington, and I am a small boy from the sticks, and it is a great 
privilege, let me tell you. 
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Mr. Esernarrer. We are interested in the views of everyone who 
has helped administer these programs. 

Mr. Voar. I wish we had 48 hours to go to Omaha, for you to see 
relief as it works. I think that I could sell anybody on a discon- 
tinuance of this monstrosity, administratively, and from an humani- 
tarian standpoint, if they just saw it. I think that my own commu- 
nity is responsive to the needs of the people. 

Mr. Esernarrer. If you will put that proposition to the chairman 
and he will arrange for me to make a visit to Omaha, I will be glad 
Lo go. 

Mr. Voer. Thank you, sir. 

Chairman Curris. Are there any further questions / 

Mr. Goopwrn. Mr. Chairman ? 

Chairman Curtis. Mr. Goodwin. 

Mr. Goopwin. I have no questions of Mr. Vogt, but I do want to 
say for myself that I am impressed with the experience he has had 
and I am very much impressed with the sincerity with which he 
has brought to us his views, based upon that experience. I, for 
one member of the committee, am very glad to have it as a contr ibution 
to this study we are making. 

Mr. Voer. Thank you, sir. 

Chairman Curtis. We want to thank you very much, Mr. Vogt, 
for appearing here. 

Mr. Miuis. Mr. Chairman, I am very sorry that I could not be 
here when Mr. Vogt testified. Mr. Vogt, I had looked forward to 
an opportunity to hear you but I had to be away this morning and 
could not be here. 

Mr. Voar. That is nice of you to mention it. 

Chairman Curtis. We thank you very much. The committee will 
stand adjourned until 2:15 this afternoon. 

(Whereupon, the committee recessed, to reconvene at 2:15 p. m 
of the same day.) 

AFTER RECESS 


Chairman Curtis. The committee will come to order. 

Mr. Ball, will you and your associates come forward and be seated 
again, please. 

Mr. Ball, we have worked you pretty hard here for sever: al days, 
but you have been most cooperative and given us some very helpful 
information. We do appreciate it. We will resume the counsel’s 
questioning where we left off at your last appearance. 


STATEMENT OF ROBERT M. BALL, ACTING DIRECTOR, BUREAU OF 
OLD-AGE AND SURVIVORS INSURANCE, ACCOMPANIED BY EWELL 
T. BARTLETT, ASSISTANT DIRECTOR, IN CHARGE OF DIVISION 
OF CLAIMS CONTROL, AND HAROLD P. PACKER, ASSISTANT GEN- 
ERAL COUNSEL, DEPARTMENT OF HEALTH, EDUCATION, AND 
WELFARE—Resumed 


Mr. Winn. Mr. Ball, you referred in your statement to the dif- 
ferent kinds of persons eligible for OASI benefits. From your list- 
ing of wife or husband, widow, or widower, dependent parent, mothers 
of children under 18 years, and children under 18 years, it indicates 
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that several people may draw benefits as the result of one person’s 
covered Wage record: is that correct 2 

Mr. Batu. Yes, Mr. Winn. 

Mr. Wrxvn. In order to make clear how this works out would you 
please answer the following: 

May a man of 65 years of age, his wife under 65 years of age, and 
each of his children under 18 years of age, each draw monthly OASI 
benefits up to the regular maximum amount for a family if the man 
was ne insured on his 65th birthday ? 

Mr. Bata. Yes. 

Mr. Winn. Mr. Chairman, at this time I would like to have intro- 
duced into the record and marked exhibit 83 a table which has been 
prepared by the staff from figures submitted by the United States 
Department of Health, Education, and Welfare, Social Security Ad- 
ministration, Bureau of Old Age Survivors Insurance, Division of 
Program Analysis, under date of November 5, 1953. 

Chairman Curtis. This one was prepared by? 

Mr. Winn. By the Bureau. 

Chairman Curris. Without objection, it will be so received. 

(The table referred to, marked “Exhibit 83,” follows :) 


Exutsir 83 


TABLE 50.—Number of families consisting of an old-age beneficiary, wife under 
age 65, and 1 or more children, receiving benefits at end of 1952, and average 
monthly amount payable to each family, by age of wife 


[Based on 10 percent sample data] 


A verage 
Age of wife ! — of monthly 
milies ? 

amount 
Total 33, 239 $87. 03 
64 230 86. O5 
63 316 79. 66 
62 754 8. 13 
61 890 83. 93 
60 1, 237 83. 34 
55 to 59 &, 788 RR. O1 
50 to 54 8, 311 RS. 64 
45 to 49 5, 952 90. 32 
40 to 44 3, 549 8. 59 
35 to 39 ae 5. 864 74. 85 
20 to 34. ....... 875 70. 93 
25 to 29 394 &7 3 
245 und under. 119 65. 24 


1 Age at birthday in 1952 
2 There were an additional 545 wives under age 65 receiving benefits at the end of 1952 In families where the 
child’s benefits were withheld, usually because the child was working. 


Source: For data, see appendix I, table 96, p. 1094. 


Mr. Winn. Mr. Ball, referring to exhibit 83, which is entitled 
“Number of Families Consisting of an Old-Age Beneficiary, Wife 
Under Age 65, and One or More Children Ree eiving Benefits at 
End of 1952.” how many such families were drawing such benefits in 
December 1952 ? 

Mr. Batu. 33,239. 

Mr. Winn. What was the average monthly benefit paid to such 
families? 

Mr. Baru. $87.03. 

Mr. Wrinyn. Briefly, Mr. Ball, how was an old-age retirement bene- 
fit computed under the 1935 act ? 
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Mr. Bau. Benefit computation in the 1935 act, Mr. Winn, was 
based on the cumulative total of earnings the individual had up to 
the attainment of age 65. The benefit amount would have equaled 
one-half of 1 percent of the first $3,000 of covered wages, plus one- 
twelfth of 1 percent of the next $42,000 of covered wages, plus one- 
twenty-fourth of 1 percent of all wages above $45,000. The minimum 
retirement benefit payable would have been $10 and the maximum 
$85. Of course, there were no monthly benefits ever paid under that 
act, as I am sure the committee realizes. 

Mr. Winn. The benefit structure under the 1935 act because of 
varying percentages, larger percentages being applied to the first 
$3,000 and so on, favored the low-wage earner in covered employment? 

Mr. Batu. Yes, very much so, Mr. Winn. On that first $3,000 
although you paid the same percentage contribution into the program, 
you would get back a monthly benefit of $15. For an equivalent 
amount on $3,000 in the second bracket, you would get back $2.50, and 
for the same payment on $3,000 in that third bracket you would have 
gotten back $1.25. 

Mr. Winn. Did the 1939 amendments create a benefit structure 
which favored the low-wage earner more, less, or treated him the same 
as did the 1935 act? 

Mr. Batu. The main characteristics of the change from the 1935 act 
to the 1939 act was really to pay higher benefits to those who were 
in the older age groups at the time the program was starting, and it 
did this in two ways: It moved up the date of benefit payment from 
1942 to 1940 and then it went over to basing benefits on an average 
monthly wage instead of this cumulative wage total, so that much 
higher benefits were payable in the earlier years to all workers than 
under the 1935 act, and somewhat less benefits were paid in the long 
run to all workers if you take the primary benefit alone, that is, retired 
workers alone, as against the 1935 act. ‘There was some reduction for 
the long-term worker in 1939 as against 1935 if you take just the re- 
tired worker’s own benefit, but, of course, another big feature of the 
1939 act was to add dependents’ benefits that we have spoken of here 
nany times which were not in the 1935 act. 

Mr. Coorrr. Let me ask a question for information now to refresh 
my recollection. It has been a long time since I leveled on this. Am 
I correct in my recollection that in the 1939 amendments more con- 
sideration was given to the family unit and perhaps a less degree of 
consideration to single individuals? 

Mr. Batu. Yes, Mr. Cooper. 

Mr. Coorrr. That is the way I recall it; in the first time, 1939, more 
consideration was given to the family unit itself so far as benefits are 
concerned. 

Mr. Batu. Yes. To answer directly your question, Mr. Winn, the 
comparative treatment of the low and high wage earner in the two 
acts is a more difficult question to answer than the previous question. 
I mean the previous factors that I mentioned about the treatment of 
workers already old and dependents’ benefits are quite clear cut. The 
answer to this question depends on the level at which you define the 
low and high paid wage earner and whether you are considering him 
in the short run as against over a 40-year period. Let me indicate 
what I mean. I think you can generalize and say that the 1935 for- 
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mula would favor the low-wage earner as compared with the high- 
Wage earner somewhat more than did the 1939 formula in the short 
run. As far as the 5-year worker was concerned that would be true. 

In comparing the 40-year worker, I think you can say that the 1939 
act favored the low paid wage earner more than did the 1935 act. 
If you measure that low paid wage earner as one averaging $50, that 
would be true. If you were to take the low paid wage earner as one 
earning $100, the treatment would be very much the same under both 
acts. Iam speaking now of the relative treatment between a low paid 
wage earner and one at the very top. That would complete my 
answer. 

Mr. Winn. Did the 1950 amendments create through the new 
formula established there—for the moment disregard the conversion 
table—a structure of benefits which favored the low wage earner more 
than he was favored by the 1939 amendments ? 

Mr. Batu. Here again it depends on how you define the low paid 

vage earner. If you look at the $50 average monthly wage person 
under the 2 programs and compare them relative to what was being 
received by the person at the maximum in the 2 situations, then it is 
not true at the $50 level, but it is true at the $100 level, if you define the 
wage earner as low paid at the $100 level. 

Mr. Wrxw. Did the 1952 amendments in turn without reference 
to the conversion table, also create a structure of benefits which again 
favored the low wage earner more than he had been favored by the 
amendments of 1950? 

Mr. Barz. With the qui alification again about the effect of the 1950 
amendments that was included in my previous response—you can 
answer categorically that the 1952 amendment did increase the weight- 
ing for the low-paid wage earner. 

Mr. Winn. In other “words, Mr. Ball, the social aspects of social 
insurance have been steadily increased each time the act has been 
amended, is not that correct ? 

Mr. Batu. If you would permit me I would like, rather than giving 
a categorical yes or no answer, to expand on that a little bit. It is 
certainly true that the protection of the program has over the years 
definitely been increased in favor of workers already old as against 
the long-term contributor; and for workers with dependents as against 
the single worker; and it has, as indicated with some qualifications in 
my previous answer, had somewhat that tendency for low wage 
earners as against the higher wage earner. 

It might be desirable for the record for me to say specifically what 
those have consisted of, rather than just giving a general character- 
ization of it as in the direction of social aspects. 

Chairman Curtis. Proceed. 

Mr. Bauz. From the standpoint of liberalizations in the direction 
of workers in older age groups at the time the program begins, 
the 1935 law required "5 years for a person to qualify at 65 “and 
excluded anyone who was already 65. In the 1939 law—I am speak- 
ing now of eligibility for benefits—it became possible for persons at 
or near 65 to qualify ‘with 6 quarters of coverage and permitted cover- 
age after age 65, so that more of the older people could get benefits. 
Then the 1950 amendments made the requirement 6 quarters of cov- 
erage for persons who were over or near 65 at that date, including 








640 ANALYSIS OF THE SOCIAL SECURITY SYSTEM 


any quarters of coverage since 1936, which was still a further liberal- 
ization in the eligi bility req iirements. At the same time that the 
act made those oe eralizations in eligibility requrements for older 
workers, there was an increase in the benefit amounts for workers 
qualifying in the early years. The 1935 law, as I have already indi- 
cated, based benefits essentially on total wages; that is, with the 
weighting that I have indicated, there, nevertheless, was a cumulative 
wage approach, 

The 1939 law, in subs ung the present form of an average 
monthly wage, made it possible by that device to pay very substan- 
tially higher benefits in the e arly years of the program. The 1950 
amendments adopted a more liberalized formula and dropped out the 
increment in the 1939 formula, really equalizing benefits for the 
worker now old with the worker now young even after he had con- 
tributed for a considerable pel iod of time. 

The other big feature was what happened from the standpoint of 
the situation that Mr. Cooper was calling attention to, of family 
benefits. The 1935 act provided workers’ retirement benefits only 
and a “lump-sum refund” in case of ineligibility or death. The 
“lump sum” was 3! 2 Pe rcent of the cumulative wages. The individual 
would have paid in 3 percent at the maximum, so there was a half 
percent consider: ne given, evidently as an interest allowance. The 
1939 act eliminated that ‘ ‘lump-sum” type of refund and substituted 
for it a survivorship protection program and dependents’ benefits. 
As I also indicated, it reduced somewhat the benefits a single worker 
might ultimately obtain on retirement. 

The 1950 amendments expanded the categories of dependents eligible 
for benefits to include dependent husbands and dependent widowers 
and unremarried former wives divorced, and liberalized the condi- 
tions under which children could qualify on a mother’s wage record. 
I am sorry to have taken so long on that. 

Chairman Curtts. That is helpful information. 

Mr. Winn. In the light of all that information, can we have a 
little more categorical answer of the question which I just asked 
you! 

Mr. Bat. I really would prefer, Mr. Winn, not necessarily 
characterize those developments in your words. I certainly think That 
the program has over the years more and more taken account of the 
family situation and more and more taken account of the needs of 
persons who were old when the program started as against the long- 
time single contributor. 

Mr. Winn. And the lump-sum benefit? 

Mr. Batu. Correct 

Mr. Winn. But you would not care to characterize that as being a 
social development as distinguished, for instance. from the indi- 
vidual saty approach ? 

Mr. Bats.. Well, I am not really sure it comes to that. Over time 
at least ; in the long run, you have differences in the types of protection 
under the 2 programs, but the benefit-contribution relationship, in the 
long run, for workers in relation to the protection provided under the 
new act would still have, roughly speaking, the same general degree of 
equity that the 1935 act would. That is not true for people retiring in 
the early years. There the emphasis has certainly been shifted away 
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from the benefit-contribution relationship to the meeting of a current 
social problem. 

Mr. Winn. But over the longtime range the single man’s retire- 
ment benefits were reduced by the 1939 amendments; were they not? 

Mr. Baux. But you have substituted for that a type of protection 
of survivorship and dependents’ benefits. If a man at the age of 
21 starting out in the system knew that he was going to be a single 
man and you were figuring the protection in r elation to the benefit 
on that theory, I would agree with you, but actually I think what 
has happened is that, for him, you have taken into account his risk of 
getting married. 

Mr. Winn. The 1950 amendments, Mr. Ball, also listed 1950 bene- 
fit amounts to correspond to benefit amounts computed under the 
1939 formula and to which individuals receiving the corresponding 
1939 benefits would be entitled. In addition newly entitled indi- 
viduals would receive these converted benefit amounts either when 
the individual did not have 6 quarters of coverage after January 1, 
1951, or whenever the amounts in the conversion table would yield a 
higher benefit than the 1950 formula; is that correct ? 

Mr. Bat. Yes, in general. 

Mr. Winn. Mr. Chairman, at this time I would like to have intro- 
duced into the record and marked “Exhibit 84” a table which has 
heen proposed by the staff, but which is based on analysis of the bene- 
fits under the old-age and survivors insurance program as amended 
in 1952, by Eugene Rasor, actuarial study No. 34, issued in December 

1952 by the F ederal Security Agency, Division of the Actuary. The 
information upon which the table is based is found on page 32 of 
that publication. 

Chairman Curtis. Without objection, it will be so received. 

(The table referred to, marked “Exhibit 84,” follows:) 


EXHIBIT 84 


TABLE 51.—How the amount of the primary benefit is computed via the conversion 
table 


Primary insurance Primary insurance 


amount, 1950 amount, 1952 Benefit amount intervals 
amendments amendments 
Primary insurance benefits, == nee Eade 
1939 amendments ! 
Percent Percent 
Amount | increase Amount?) increase 1939 1950 1952 
over 1939 over 1939 
$10. $20. 00 100 $25. 00 150 . 
$15 30. 00 100 35. 00 133 $5 $10.00 $10. 00 
$20 37. 00 S5 42. 00 110 5 7.00 7.00 
$25 46. 50 86 52. 40 110 5 9. 50 10. 40 
$30 ‘ 54. 00 80 60. 80 103 5 7.50 | & 40 
$35 4 59. 20 69 66. 60 90 5 5. 20 5. 80 
$40__. : 64. 00 60 72. 00 R0 5 4.80 5. 40 
$45. _-- ~~ 68. 50 52 77.10 71 5 4. 50 5. 10 


1 40 percent of Ist $50 of average monthly wage plus 10 percent of next $200, all increased by 1 percent for 
each calendar vear prior to 1951 in which at least $200 of wages was naid 
2 Either $5 or rougnly 1246 percent above 1950 amounts, whichever yields the higher amount, 


Source: U. S. Federal Security Agency, Division of the Actuary. Analysis of the Benefits Under the 


Old-Age and Survivors Insurance Program as Amended in 1952, by Eugene Rasor, Actuarial Study No. 34, 
December 1952, p. 32. Based on table 8a. 
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Mr. Winn. This exhibit 84, Mr. Ball, which you have before you 
and which is entitled “How the Amount of the Primary Benefit Is 
Computed Via the Conversion Table” and which is based on table 8 
of the actuarial study made ir the Bureau, shows for selected benefit 
amounts computed under the 1939 formula the percentage amount 
by which they were increased from 1939 to 1950 by the 1950 conversion 
table. For example, the 1939 benefit of $10 is thus converted into 
$20 and a $15 benefit is converted into $30. What percent increase 
do these 1950 amounts represent over the 1939 amounts ? 

Mr. Batt. One hundred percent. 

Mr. Winn. Then a $20 1939 monthly payment is increased via the 
1950 conversion table to $37. What percentage of increase is this? 

Mr. Baty. Eighty-five percent. 

Mr. Winn. Reading down on exhibit 83, how was the $25 1939 bene- 
fit amount increased by the 1950 amendments? 

Mr. Baux. It increased it to $46.50, or 86 percent. 

Mr. Winn. And the $30 1939 amendment was increased how much 
by the 1950 ame »ndments ? 

Mr. Batu. To $54, or 80 percent. 

Mr. Winn. Then, it would be correct to say, would it not, Mr. Ball, 
that although in general the percentage increase in amount of benefits 
from 1939 to 1950 declined ste: adily for most benefit amounts as the 
1939 benefit amount increased, that phenomenon did not always 
occur ¢ 

Mr. Batu, That is correct, Mr. Winn. 

Mr. Wiyn. For example, the 1939 benefit amount of $20 was in- 
creased by a smaller percentage than was the 1939 benefit of $25. Do 
you know the reason for this particular application of the formula? 

Mr. Bau. I really do not know about that specific figure, Mr. Winn. 
As I understand it, the situation in the construction of this conversion 
table was something like this: The bill that passed the House had 
about a 70-percent increase in the benefits and the Senate had about 
an 85-percent increase in the benefits. It was agreed in the conference, 
I believe, that the average should be therefore at 771/ percent, and 
certain other fixed points—the minimum benefits, and the maximum 
and the amount at the middle, as I understand it, were agreed to 
early in the conference. The committee actuary, who at that 
time was Robert J. Myers, was asked to construct the points of the 
table in between in as smooth a manner as possible. My guess is 
that the fixed points resulted in some slight distortions of the kind you 
have pointed out. Perhaps the best ‘thing to do on this for the 
record, Mr. Chairman, would be—and I would be glad to—to 
request Mr. Myers to prepare a memorandum on this point for the 
record. 

Chairman Curtis. I think that would be all right and we will be 
glad to receive it at this point if you want to take care of it. We 
are going to have him here for considerable testimony, but if you 
want to, tell him there will be no objection to including it with your 
remarks. 

(The memorandum referred to follows:) 
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DECEMBER 9, 1953. 


MEMORANDUM BY Rogert J. MYERS ON THE SUBJECT: DERIVATION OF CONVERSION 
TABLE IN THE 1952 AMENDMENTS 


This memorandum will set forth briefly the underlying basis of the conversion 
table in the 1950 amendments to the Social Security Act. The purpose of the 
conversion table was to facilitate the granting of increased benefits to those on 
the roll when the amendments were enacted. The general reason underlying 
such increase was because of the drastic change in wage and price levels since 
the early 1940’s when the benefit level existing prior to the 1950 amendments 
was established. 

The general procedure adopted was, in effect, to raise the actual average wage 
on which benefits were based to a higher figure more or less in line with the 
level of wages current at the time of enactment of the 1950 amendments. In 
actual practice, however, this theory was not exactly followed out because of 
certain practical considerations. For one thing, the conversion table was ad- 
justed downward somewhat so that benefits for those on the roll would not 
be higher, on the whole, than for similar persons coming on the roll in the near 
future. In addition, certain adjustments were made at such points as the upper 
and lower ends so as to produce reasonable dollar values. This, for example, 
accounted for the $20 minimum and the $68.50 maximum. 

During the passage of the legislation, the conversion table was changed from 
time to time as the benefit formula itself was altered. These changes in the 
conversion table were made by me in my capacity as actuary to the congressional 
committees concerned under the general instructions of such committees as to 
such matters as agreement with the new benefit formula and minimum and 
maximum values. 

The question has been raised as to why the percentage increases for the 
1950 benefit amounts as related to the 1939 benefit amounts do not decline 
steadily in going from the lowest benefit amounts to the highest. It might be 
said that this would be expected to occur under the general basis of the tables, 
as recognizing changes in price and wage level and as reflecting the operation 
of the weighted benefit formula. Discrepancies, however, occur for 1939 benefit- 
amounts in the neighborhood of $20-25. Primarily, this occurs because of the 
bent nature of both the 1939 act formula and the 1950 act formula. 

For the former the bend occurred for an average monthly wage of $50 (since the 
formula was 40 percent of the first $50, plus 10 percent thereafter), while for 
the latter, this point was for an average monthly wage of $100 (since the for- 
mula was 50 percent of the first $100, plus 15 percent thereafter). Accordingly, 
for average wages between $50 and $100, the 1939 benefit amounts were in gen- 
eral between $20-25, with relatively small variation because they were beyond 
the bend point. On the other hand, the 1950 formula produced relatively large 
and proportionate increases for wages in this interval because they were below 
the bend point. Thus, although the actual 1950 benefit amounts showed rather 
irregular fluctuations as contrasted with corresponding 1939 benefit amounts, if 
the comparison were made in regard to the underlying average wage, a far 
greater degree of smoothness and regularity would be evident. 

Mr. Cooper. At that time Mr. Myers was on the staff of the Ways 
and Means Committee. 

Mr. Batu. Yes; on both the Ways and Means Committee and the 
Senate committee. He served as actuary in 1950. 

Mr. Coorrer. The Senate Finance Committee ¢ 

Mr. Batt. Yes. 

Mr. Win. Mr. Ball, looking again at exhibit 84, I notice that 
the 1939 benefit amounts vary by $5 intervals. For example, the table 
starts with $10 and continues to $15, $20, $25, and so forth, through to 
$45 of benefit amounts. How do the corresponding 1950 benefit 
amounts vary in comparison with the even $5 changes in the 1939 
amounts ¢ 

Mr. Bauu. That is the amount between the intervals in 1950, as 
shown over in the next to last column in this table ? 

Mr. Wry. That is right. 
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Mr. Baw. $10, $7, $9.50, $7.50, $5.20, $4.80, and $4.50. 

Mr. Winn. That is presumably caused by the same situation that 
you have testified to in regard to the previous question ? 

Mr. Batu. Yes. I would be glad to ask Mr. Myers to cover that 
point, too. 

Chairman Curtis. Very well. 

Mr. Winn. Mr. Chairman, we have spent so much time on the 1950 
conversion table because the 1952 conversion table is directly related 
to the 1950 conversion table. 

Mr. Ball, how are the amounts in the 1952 conversion table related 
to the amounts in the 1950 conversion table? 

Mr. Barut. The benefit amounts in the 1952 conversion table were 
obtained by increasing the 1950 table amounts by the larger of $5 or 
121% percent of that 1950 amount. Thus, for 1950 primary insurance 
amounts of $40 or less the increase was $5. For 1950 primary insur- 
ance amounts larger than $40 the increase was 1214 percent. 

Mr. Winn. The amounts in the 1952 conversion table will be con- 
sidered for some time in determining benefit amounts, as a matter of 
fact for several ees will they not, Mr. Ball ? 

Mr. Bax. Yes, but its use will be confined largely to the indi- 
viduals who do not have 6 quarters of coverage after 1950 and, as you 
would see, gradually the use of that table will decrease more and more 
and finally disappear because in most cases, for people who work after 
1950, the wage amounts will be higher than would be obtained by going 
all the way back to 1936. But the categorical answer is, “Yes. It will 
be used to some extent for many years.” 

Mr. Winn. You have already testified I believe that under the 1935 
act there was no provision for monthly benefits to survivors of a cov- 
ered wage earner. 

Mr. Batu. That is correct. 

Mr. Winn. However, under the 1935 Act if an individual who had 
contributed FICA taxes for 20 years, died before he reached retire- 
ment age, would his estate or survivors receive any return on the taxes 
that he had paid? 

Mr. Baru. Yes. under the 1935 Act. 

Mr. Winn. And that is what you referred to a few moments ago 
when you said that he would receive 314 percent of his total wage; is 
that correct ? 

Mr. Bauu. Yes. 

Mr. Winn. In other words, if he had an average monthly wage of 
$100 during his 20 years of covered employment, his estate or his sur- 
vivors would receive $840; is that correct? 

Mr. Batu. Yes. 

Mr. Winn. And if he had had an average monthly wage of $200 
then his estate or his survivors would receive $1 680; is that correct ? 

Mr. Batu. That is correct, Mr. Winn. 

Chairman Curtis. I want to ask something at that point. How 
long could a single worker have worked under that law up until the 
time the 1939 amendments went into effect ? 

Mr. Bau. The original act went into effect at the beginning of 
1937. 

Chairman Curtis. Was it 1939? 

Mr. Batu. Yes; so your question was the time the 1939 amendments 


became effective ? 
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Chairman Curtis. Yes. In other words, suppose some man in this 
single category—and we will assume that the risk that Mr. Cooper 
spoke of, the risk of getting married, was not in it, that he was an 
individual who remained single—wh: at is the maximum time that he 
might have paid in under that system that would have provided a 
lump- sum payment in the event of his death ? 

Mr. Batu. Three years would be the maximum time he could have 
paid in before the 1939 amendments became effective. 

Chairman Curtis. They became effective what time in 1940? 

Mr. Baty. The 1939 amendments became effective January 1, 1940. 

Chairman Curtis. I did not know as to the months and date. In 
other words, that was in effect an even 3 years; was it not? 

Mr. Batu. Yes, Mr. Chairman. 

Mr. Winn. Under the 1952 amendments, Mr. Ball, suppose an in- 
dividual who contributed FICA taxes for 20 years died before he 
reached retirement age and left no wife nor children under 18 years 
of age nor dependent parents, would his estate or survivors receive any 
return on the money that had been paid in in the form of taxes ¢ 

Mr. Baty, The person or persons who paid the funeral expenses 
under those circumstances would get a lump-sum payment as re- 
imbursement up to a maximum of three times the primary insurance 
amount. 

Mr. Winn. Three times what his primary benefit had been had he 
been entitled to a primary benefit on the basis of his average earnings 
to that time ? 

Mr. Batu. Yes. 

Mr. W INN. That is right. On the other hand, if there had been a 
parent, then the parent would receive some survivor benefits, assuming 
that the conditions of eligibility were met? 

Mr. Bau. That is correct. 

Mr. Wryn. But now, in connection with the eligibility provisions 
if the parent to whose support he had been contributing could not 
prove that he, the parent, was receiving one-half of his support from 
his son, what amount would this parent or any other survivor, such 
as a brother or sister and so forth receive ? 

Mr. Batu, The only payment in that case would be that the person 

persons who paid the funeral expenses would receive the lump 
sum. If the average wage were $100 the lump sum would be $165. 
If it were $200 it could be up to $210. 

Chairman Curtis. At this point I want to read a letter I received 
last May 6 from a lady in Fort Madison, Iowa, which has a bearing 
on this subject and I quote: 


I am my brother’s sole survivor. Yet I find that the word “sister” is not found 
in the security literature. 


Here is my case . . . Throughout our lives brother and I pooled our earnings 
and shared our expenses. We paid off the mortgage, paid for father’s care at the 
hospital until his death in 1942, ... Neither of us married. ... I had studied 


and worked up to the position of elementary supervisor in the public schools of 
Dubuque, Iowa, holding that position from 1930 to 1958. After a serious opera- 
tion in 1988, I gave up my work, came home, gradually grew strong again, and 
have kept house for my brother for 14 years. 

On September 10, 1952, my brother . . . cashier in charge of the Iowa State 
Bank in Fort Madison, passed on after a heart attack. He would have been 
63 on October 6, 1952. I am 67. No provision in the present security law is 
made for monthly payments to me, sole survivor, only sister of an only brother, 
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Neither of us married. (I did receive $255 death claim which of course did not 
cover the funeral expenses.) Brother had contributed to social security since 
its beginning. 

I just wanted to bring that in as illustrative of some of the prob- 
lems that are conveyed in letters to us from people back home who 
have queries about social security. 

As a matter of fact, under present law, according to the acts of 
Congress, there is nothing due her other than the funeral expenses? 

Mr. Bau. That is correct, Mr. Chairman. There are no monthly 
benefits payable to brothers or sisters. 

Chairman Curtis. And even under the 1935 Act would she have 
gotten anything? 

Mr. Bart. The lump-sum payment in this case would have been 
paid to the estate and under the laws of descent and distribution she 
might have been eligible fora lump sum. I imagine she would; yes. 

Chairman Curtis. I am not asking you to pass on the Iowa law or 
whether there were debts in the estate, but, at any rate, the Social 
Security Administration, if the 1935 law had not been changed, would 
have sent a check for a lump-sum payment to whoever represented 
the estate ? 

Mr. Bau. Yes. 

Chairman Curtis. Do you get many letters in reference to this one 
particular instance where a benefit was in the law and may or may 
not have been anticipated by some people—of course they might not 
have known it; I do not know—and raising questions about it after- 
ward, or does that come in your department, Mr. Ball? 

Mr. Batu. Yes, we would see them, Mr. Curtis. I think perhaps 
the fact that the 1935 act was in effect such a short time and 
no monthly benefits were ever actually paid on it, so that it was largely 
an ineffective act, has meant that there have not been too many of those 
that have come to my attention. 

Chairman Curtis. And there were no benefits paid out of any kind 
so far as retirement was concerned prior to the changing of this. 

Mr. Bai, Yes. Only those lump-sum payments were made under 
the 1935 act; no monthly benefits. 

Chairman Curtis. Yes. Proceed, Mr. Counsel. 

Mr. Winn. Mr. Ball, do you know how many dependent parents 
in 1952 received monthly OASI benefits? Exhibit 79 has it, but it 
is included in with other aged beneficiaries. 

Mr. Batu. Yes, I do have that here, Mr. Winn. In December of 
1952 there were 21,460. 

Mr. Winn. And can you tell me what percentage of all beneficiaries 
in December 1952 were dependent parents ? 

Mr. Batu. Yes; under one-half of 1 percent. It was 0.4 percent. 

Mr. Winn. May a parent dependent on a son aged 65 or over 
receiving a monthly OASI retirement benefit, receive a monthly 
benefit based upon the son’s benefits ? 

Mr. Batu. That is, the son is the one who is receiving the-— 

Mr. Winn. The primary beneficiary is the son. 

Mr. Batt. No. Parents are eligible for survivors benefits only. 
If the son were to die and the parent established dependency, that 
would be the only situation in which a parent’s benefit would be pay- 
able. 
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Chairman Curtis. At that point I want to quote from a letter that 
Mr. Reed, the chairman of the Committee on Ways and Means, re- 
ceived from Minneapolis, dated March 30, 1953. I quote: 

Take the single person who supports an aged parent and allow them some 
remuneration!! Surely they should have it the same as man for wife, or vice 
VERSE . co 

My case, for instance, and no doubt there are many others like mine. I am 65 
years old supporting a 90-year old mother, having done so for 35 years. 

I understand, of course, that that deals with a case entirely outside 
the purview of the law that we have enacted here. 

Mr. Baxi. Yes, Mr. Chairman. 

Chairman Curtis. She says her mother is 90 years old. How old 
would she have been when the act was passed ? 

Mr. Baw. 72. 

Chairman Curtis. In other words, the older a person is—I am 
talking about these youngsters 80 and 90 and so on—the less possible 
chance that they have had to avail themselves of any part of the 
title II benefits; is that not true? 

Mr. Bau. I think that is a fair statement, Mr. Chairman. 

Chairman Curtis. The individual who was born so early that his 
productive days were over or the individual who is a widow and 
became a widow many years ago. 

Mr. Batu. I think that is correct, Mr. Chairman. 

Mr. Winn. Can dependent brothers, dependent sisters, or any other 
relatives, dependent or not, except a widow, a child under 18 years of 
age, and a dependent parent, become eligible for an OASI monthly 
benefit ? 

Mr. Batt. Yes. The wife, a dependent husband, and widower 
could also become eligible for OASI monthly benefits, and a divorced 
wife caring for the child of a deceased worker may also receive 
benefits, but those are all the categories. 

Mr. Winn. What is the maximum lump-sum amount payable upon 
the death of a covered insured worker under the 1952 act 

Mr. Bau. $255. 

Mr. Winn. Mr. Chairman, at this time I would like to introduce 
into the record and have marked as exhibit 85 a table entitled “How 
the Structure of OASI Benefit Payments Has Changed—1935 Act; 
1939, 1950, and 1952 Amendments.” This table was prepared by the 
staff with computations made with reference to the Federal Security 
Agency’s Actuarial Studies Nos. 8, 14, 30, and 34. 

Chairman Curtis. In other words, this is a staff chart and the fig- 
ures were obtained from Federal Security, but the computations are 
of staff? 

Mr. Winn. That is correct. 

Chairman Curtis. Without objection, it will be received. 

(The table referred to, marked “Exhibit 85,” follows:) 
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EXHIBIT 85 


TABLE 52 How the structure of OAST benefit payments has changed 1935 act; 
1939, 1950. and 1952 amendments 








Retired Died 
ee Lump sum paid to | Monthly benefit 
' tate or survi- paid to survivors 
A R rs of of 
: rn a 
. : Single : 
Marric Married ried— 
1 l : farri nerson, Married 
uple, Single widow 5 widow 
ike ae aie om depend- and 
i cat an 
r 1 child 3 1 child 
parent 
W or} t i Jan. 1 1 
Ww 
19 (0) 
1935 act Nang None $126. 00 2198 00 None None 
1939 act $95, 5O $38, 2 (153. Of 153. 00) $12. 75 $31. 88 
A a 71. 25 1492. AO 142. 50 35. 70 71. 40 
1952 act 50 277. 60 160. 50 160. 50 40 20 277.60 
Work I i { t 
avera 
19 39 { 120. 0 Non None 
19 41.2 5. 00 13. 75 34. 38 
1 ; gi , 2 2 2. 40 mR 10 76. 20 
1 2 R5. Rf 171. 60 171. 60 42.90 85. 80 
W 7 
ve 
a : I x > 
F 2 KO 839. 50 840. 00 840. 00 None None 
) 45 00 180. OF 180. 00 15.00 | 37. 50 
1950 act » 9 72 3 156 40 156. a0 39. 20 78. 40 
1952 act 58. 8 83. 2 176. 40 176. 4 44.10 88. 20 
Wor 1 J 7 
4 
a 1 ’ iy ra id 
1935 act . 51. 28 351.95 | 1.480.00 | 1. 480.00 None None 
] t 5D Fi (210. 00 210. 00 17. 50 43.75 
19504 ow 72 20 156. ¢ 156. 60 39. 20 78. 40 
1952 act Fo On 88. 20 176. 4 176. 40 44.10 8S. 20 
' Payat nly if monthly benefits are payable t irvivors for the month in which the wage earner 
die 
2MI } 
a’ 
Jon Cor t staffa fk to the Federal Security Agency’s Actuarial Studies 8 
14, 30, and 34 


Mr. Winn. Mr. Ball. you have a copy of exhibit 85 before you? 

Mr. Batu. Yes, Mr. Winn. 

Mr. Wrixn. I notice in referring to this table that a single person 
with no survivors who has earned an average level monthly wage of 
$100 for 40 years in hcomedil employment would have received upon 
retirement under the 1935 act $51.25 per month: is that correct ? 

Mr. Batu. Yes, Mr. Winn. 

Mr. Winn. And under the 1939 amendment, $35 per month; is that 
correct ¢ 

Mr. Baru. Yes. 

Mr. Winn. Under the 1950 amendment, $52.20 per month? 

Mr. Batu. Yes. 

Mr. Winn. And under the 1952 amendment, $58.80 per month ? 

Mr. Batu. Yes, Mr. Winn. 

Chairman Curtis. With 40 years’ covered emp]oyiient, that is? 

Mr. Batu. Yes. 

Chairman Curtis. So that he would not reach retirement age with 
40 years’ employment before about 1977 ? 
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Mr. Batu. Yes. 

Chairman Curtis. That is what you meant by the fact that the Con- 
gress in these changes had graduated or had perhaps favored—and I 
use that relatively because it varies in different tables—people who 
were retiring sooner or already retired, is that not correct, if they 
were eligible for benefits? 

Mr. Baw. I think that is shown by the columns above the one that 
we are looking at now, Mr. Chairman. 

Chairman Curtis. But in your testimony a few minutes ago you 
pointed out that the changes Congress had made had been to work out 
formulas that worked to the advant: ige of peop le about re: ady to retire 

or maybe had already retired through the conversion table ? 

Mr. Baru. Yes, Mr. Chairman. 

Chairman Curtis. I see in spite of .a rather liberal increase in 
benefits in this particular hypothetical case, it is about $7.55 more 
than the 1935 act, is it not? 

Mr. Batu. Yes; looking at the single person alone. 

Chairman Currts. I was referring to that specific case, yes. 

Mr. Batu. Yes. 

Mr. Winn. On the other hand, Mr. Ball, the married couple both 
over 65 years of age, where the wife has not met eligibility require- 
ments based upon her own wage record, would have received in the 
same circumstances in respect to the husband’s employment, $51.25 per 
month under the 1935 act ? 

Mr. Batu. Yes. 

Mr. Winn. And $52.50 per month under the 1939 amendment ? 

Mr. Batu. Yes. 

Mr. Winn. And $78.30 per month under the 1950 amendment? 

Mr. Batu. Yes. 

Mr. Winn. And $88.20 per month under the 1952 amendment ? 

Mr. Batu. Yes. 

Mr. Winn. Of course, by referring to your answer to this question 
and your answer to the previous question, it is obvious, is it not, that 
the benefit payments introduced in the 1939 amendments to the aged 
wife and survivor were made to some degree at least at the expense of 
the single person’s relative status under the 1935 Act 4 

Mr. Bau. I think that is a fair statement, yes. 

Mr. Winn. Would you agree that Congress in the past, notably by 
the 1939 amendments, actually cut the OASI benefits of a large group 
of people? 

Mr. Bauu. As I suggested earlier, Mr. Winn, it really seems to me 
it is more accurate to sav that in plac e of one type of protection there 
has been substituted another, and that for the cutting down of benefits 
for a single retired worker, we have had substituted protection on a 
family basis for survivors and dependents. It is true that if you 
look at the group of single workers at the end of their lifetime, ne 
can say that something has been taken away from a group. But I 
really think that the more realistic way to look at this is to be at 
individuals as they start out under the program. They do not know 
at that time whether what they need is survivorship protection or 
dependent’s protection and they are paying for the risks of survivor- 
ship and dependent’s protection as well as the retirement side. So I 
think it isa shift in the kind of protection that is provided, really, more 
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than it is a cutting down of benefits for a group as it starts out under 
the program. 

Mr. Wryn. As a matter of fact, there are several risks that are in- 
volved there that are taken care of, are there not. A man when he 
starts out is a single worker. The first thing is the risk that he is 
going to get married. The second one is the risk that he is going to 
have some children, and the third one is the risk that he might die 
before all those children reach 18. Then the fourth one is that he 
might die before his wife dies after his wife reaches 65, and the fifth 
one is that he might live to be 65 himself in which event would he 
draw some benefits. 

Mr. Batu. That is correct. The point I was making is that you are 
paying for a new package under the 1939 program and under the 1950 
program, and it is a different package than you paid for in the 1935 
program. 

I think that is a more correct way of looking at it, rather than that 
a group of people had benefits taken away from them by the change. 
On the other hand, it is certainly true that the return on a single 
person’s record upon death has been cut. There is no question about 
that. If you look at them as single persons throughout the system, if 
that is your way of looking at it, that is correct. 

Chairman Curtis. It might be summarized this way: That as you 
say for a whole group something was removed, but something else 
was substituted. 

Mr. Batt. Yes, Mr. Chairman. 

Chairman Curtis. I can understand that the survivors’ protection 
has meant a great deal to many people. However, in the application 
to the whole group there would be not only single individuals, but 
groups of individuals that would be worse off by reason of the 1939 
amendments ? 

Mr. Bax. Yes. At the time of the occurrence of the risk they would 
have been better off—certain people would have been better off if the 
protection had been left as it was, that is true. 

Chairman Curtis. I think your observation as it applied to the 
whole people, the substitution, certainly has definite weight, because 
it did cover something that meant quite a little to these people. 

Mr. Winn. Does the 1952 act have much resemblance to the 1935 
act in respect to the type of benefits or the amount of benefits paid in 
relation to FICA taxes paid? 

Mr. Baty. The relationships were changed very considerably. 

Mr. Winn. How in general is the size of an individual’s primary 
benefit related to the number of quarters in covered employment 
worked by the individual ? 

Mr. Bart. There really is not any direct relationship between an 
individual’s primary benefit amount and the absolute number of quar- 
ters of coverage that he has worked. A quarter of coverage may be 
$50 in wages or it may be $3,599, and the benefit that is paid is related 
to the average wage rather than to the quarters of coverage. There 
really is not any direct relationship there. 

Mr. Winn. Mr. Chairman, at this time I would like to have intro- 
duced into the record and marked as exhibit 86 a table entitled 
“Quarters of Coverage of Aged Persons Receiving the Minimum and 
the Maximum Primary Monthly Benefits, December of 1952.” 
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This table was prepared by the Bureau of Old-Age and Survivors 
Insurance. 

Chairman Curtis. Without objection, it will be marked “Exhibit 
86” and received. 

(The table referred to, marked “Exhibit 86,” follows :) 


ExHIsirT 86 


TABLE 53.—Quarters of coverage of aged persons receiving the minimum and the 
manimum primary monthly benefits, December 1952 


I. THE MINIMUM PRIMARY MONTHLY BENEFIT OF $25 IN DECEMBER 1952! 


| Percent of 
| Number of total recipi- 
| 





Quarters of coverage recipients ents of $25 


| per month 


6 - a - 79. 000 | 15 2 
7to9 seee ‘ : aac | 174, 000 | 33.5 
10 to 19 232, 000 44.6 
20 to 39 j 34, 000 | 6.5 
40 or more ‘ 1, 000 2 

Total.....-. 520, 000 | 100. 0 





Il. THE MAXIMUM PRIMARY MONTHLY BENEFIT OF $8 IN DECEMBER 1952 

| Percent of 
Number of | total recipi- 
recipients ents of $85 
per month 


Quarters of coverage 


| 








6 nen haat octane’ = deine 6nd hier natiniae (?) (2) 
7 to9 ees e cancun baa veal ritaeosebes —_ al 2, 000 3.8 
10 to 19. fs saan ‘ re 1, 000 1.9 
20 to 39 Rakddéihitas cubpbpenianeadddpwal beats ; ‘ ‘ 3, 000 5.7 
at GE ccunvnnesten ak siometiaiil ; - ont 46, 000 86.8 
TOR. ccuutsdenes@asdnseeGobtcheddatauses se denen dvinndwksiouupbisinnaded ania etmnn deiedoiiin ac uien 
Ill. JUST OVER THE MINIMUM PRIMARY MONTHLY BENEFIT ($25.10-$34.90) IN 
DECEMBER 1952 
. a " ” a " or 
| Nowmbero Percent of 
Quarters of coverage Nun ber ¢ f total recip- 
recipients c 
| —ients 
— a eee - _|———_—__— ian 
OC ccdiacieskdceyene eteeevenen’ preantongn ages wemiqngein r 6, 000 2.6 
7to9 a oi . 32, 000 13.9 
BOD Miitenccuansecussnscugeuae ‘é eons sont édal ‘a 127, 000 55.2 
20 to 39 4 “a . 62, 000 27.0 
40 or more. : j 5 ibikeeaneee wenden armies oudeasese 3, 000 1.3 
epsaasesdacennecuse = e=4 sdoatbanceages ‘edie aca 229, 000 100. 0 














| | 
; Percent of 
-_— a Number of | : 
Quarters of coverage recipients total 
| recipients 
— ——EEE — a - ——EE —EE es ie a 
— sncuusesauentmpanasettt ketene cs adel skeen ie rae 1,000 | 0.3 
Te Ch akineeee weasesnshabeudeddlins dhannaddhattt Sittin davnetinbadéede de 4, 000 1.3 
Be ansqnstuan oactbdiucenthGewended ae ji Riven dencenennced 6, 000 2.0 
SE nk cbectecctsctaccsscus Shwewcsok bhai cedpatieltaen Sicilia 43, 000 14.2 
@ OF MOTO. 100 12 0- cece sceecsce ce oo mainte: pire oli 250, 000 82.2 
TOM skid stad adhd ~tihinke - bode Git dik Sa cil 3804, 000 100.0 
| 





1 Percentages are adjusted for rounding. : ; 
1 Because the table is based upon a 0.1 percent sample, estimate of numbers in this group are unreliable, 


Source: For data, see appendix I, table 108, p. 1108. 
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Mr. Winn. Do you have a copy of exhibit 86 before you, Mr. 
Ball? 

Mr. Batu. Yes, Mr. Winn. 

Mr. Wrixn. Referring to section I, how many individuals who 
were receiving the minimum primary monthly benefit of $25 in 1952 
had 40 quarters of coverage or more ¢ 

Mr. Baru. 1,000, Mr. Winn. 

Mr. Wixyn. Referring to section II of this table, how many indi- 
viduals who were receiving the maximum primary benefit of $85 in 
December of 1952 had 40 quarters of coverage or more ? 

Mr. Baty. 46,000, Mr. Winn. 

Mr. Winn. What percentage of all aged individuals receiving a 
primary monthly benefit of $25 in 9 59 had 40 quarters of coverage 
or more ? 

Mr. Batu. Two-tenths of 1 percent. 

Mr. Winn. And what percent of all aged individuals receiving a 
maximum primary monthly benefit of $85 in December 1952 had 40 
quarters of coverage or more? 

Mr. Bau. 86.8 percent. 

Chairman Curtis. That means that as to people who had been 
under 10 years—that might not be continuously—86 percent of them 
obtained the maximum benefit? 

Mr. Batt. No, Mr. Chairman, I do not believe that is the meaning 
of the table. I think rather it is that of the individuals who are receiv- 
ing the $85 maximum benefit, 86.8 percent of them had 40 quarters, 

Chairman Curtis. I see. 

Mr. Winn. Referring again to exhibit 86, Mr. Ball, what percent- 
age of aged beneficiaries receiving a primary monthly benefit of $25.10 
through $34.90 in December of 1952 had 40 quarters of coverage or 
more ¢ 

Mr. Bau. 1.3 percent. 

Mr. Winn. What percent of aged beneficiaries receiving a pri- 
mary monthly benefit of $70 to $84.90 in December of 1952 had 40 
quarters of coverage or more? 

Mr. Bau. 82.2 percent. 

Mir. Wrxy. Still referring to exhibit 86, section IV, how many aged 
beneficiaries were Seeing a primary monthly benefit of $70 to $84.90 
in December of 1952 with only 6 quarters of coverage ? 

Mr. Baz. 1,000, Mr. Winn. 

Mr. WINN. Referring to section I of exhibit 86, how many aged 
individuals were receiving a primary monthly benefit of only $25 per 
month with 40 quarters of coverage or more? 

Mr. Baty. 1,000. 

Mr. Wiyn. Would you conclude that although the relationship, 
the greater the number of quarters of coverage the larger the size of an 
individual’s primary benefit is generally true, that there are many 
instances where the numbe r of quarters of coverage is in inverse rela- 
tionship to the size of the individual’s primary benefit ? 

Mr. Bai. Yes; that is perfectly possible, Mr. Winn, as I pointed 
out to you in answer to your first 7 The quarters of coverage 
would not determine the size of the benefit. The quarters of coverage 
measure regularity of connection with the system. A quarter of cover- 
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age means a minimum of $50 in the quarter, but an individual ma y also 
have a quarter of coverage and have in it over $3,000; since the benefit 
is related to the average wage, you would not expect a constant rela- 
tionship just to quarters of coverage. 

Actually in this particular sample that we have here I looked at 
a few of the cases and, for example, some of those people with $50 
quarters of coverage are individuals who, although they worked stead- 
ily over a long time, had very minor part-time jobs. One of them, for 
example, worked for a fraternal death-benefit organization and always 
got just $50 a quarter. You see, he was just an officer or member, 
who kept books. For other people in regular employment, their 
quarters of coverage are for amounts much more than that. I think 
that is the explanation. 

Mr. Winn. Then there is no consistent rule that an individual's 
benefits will be larger the larger the number of quarters he has worked 
in covered employment and, therefore, the larger amount of FICA 
taxes he has paid. I think you have already testified to that several 
times. 

Mr. Batu. Except I do not think it is quite correct to say “and 
therefore the larger FICA taxes.’ 

Mr. Wrxn. No; that was supposed to follow along with—the more 
quarters he has worked and the more FICA taxes he has paid, bear 
no necessary relationship to the amounts of the benefits that he gets. 

Mr. Bari. An individual—just to be sure we are clear on that 
point—with less quarters of coverage may have paid more in taxes 
because the wages may be higher in the quarters coverage. 

Mr. Wryw. Mr. Chairman, at this time I would like to have intro- 
duced into the record and marked as “Exhibit 87” a table which 
was prepared by the Bureau of Old-Age and Survivors Insurance 
entitled sNumbe rr and Percentage of Primary Beneficiaries in De- 
cember 1952, by Selec ted Monthly Benefit Amounts and Year of First 
Covered E mployment.” 

Chairman Curtis. That has been prepared by the Bureau? 

Mr. Winn. It has. 

Chairman Curtis. Without objection it will be marked “Exhibit 
87” and so received. 

(The table referred to, marked “Exhibit 87,” follows :) 


ExHInIT 87 
TABLE 54.—Number and percentage of primary beneficiaries in December 1952 by 


selected monthly benefit amounts and year of first covered employment? 


Recipients of monthly OASI benefits of 
Year of first employment = j ss 


$25 | $25.10-$34.90 $70-$84,.90 $85 

Number | Percent | Number | Percent| Number | Percent| Number | Percent 

1937 154, 000 29.6 gn. 000 14.8 270, 000 89.1 | 43.000 82.8 
1938-41... . 122, 000 23.5 51,000 29.2 22. 000 7.3) 1000 | 7.7 
1942-45 . 205, 000 39. 4 81, 000 5.2 on 2.0 20M) g 
1946-50 36, 000 6.9 10, 000 1.3 2 000 ¢ 1.000 1.9 
1951 . 3, 000 f R 0 a5 > MK 1.0 2.000 28 
Total -| 520, 000 100.0 220, OW) 100.0 304, 000 100.0 53. 000 100.0 


1 Percentages adjusted for rounding. See appendix I, table 108, pp. 1108~—1110, 
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Mr. Wry. Mr. Ball, with reference to exhibit 87, what percent of 
all aged beneficiaries receiving $85 a month worked ‘for the first time 
in covered employment in 1951? 

Mr. Bau. 3.8 percent, Mr. Winn. 

Mr. Winn. And what is the greatest number of quarters of cover- 
age which these individuals receiving $85 a month in December 1952 
and first wor king in covered employment in 1951—what is the greatest 
number of quarters of coverage, which they could have to their credit ? 

Mr. Baty. Eight quarters. 

Mr. Wry. If figures were only obtainable for a later month than 
December 1952 do you think that they would show more or less indi- 
viduals receiving an OASI primary benefit after only six quarters of 
work in covered employment ¢ 

Mr. Baxi. Of course, the passage of time will mean that there are 
fewer and fewer beneficiaries who qualify with only 6 quarters of 
coverage. First of all, persons who attain age 65 in the future will 
need more than 6 quarters of coverage to be insured and get any benefit 
at all. For example, persons reaching age 65 in the last half of 1954, 
next year, will need 7 quarters of coverage and the figure will gradually 
go up until, of course, individuals will need 40 quarters of coverage in 
order to get benefits at all. Moreover, under the expanded coverage 
provided in the 1950 amendments persons having greater opportuni- 
ties to engage in covered employment during their entire working life- 
time and therefore obtain quarters of coverage for virtually all their 
periods of employment. That tendency will also work in this same 
direction, Mr. Chairman. 

Chairman Curtis. Any questions at this point? 

Mr. Winn. May I ask one more? 

Chairman Curtis. Yes. 

Mr. Winn. Could you compare December 1953 with December 
1952 specifically in answer to that last question, Mr. Ball? 

Mr. Batt. What was that again? 

(The reporter read the record.) 

Mr. Batu. That is, whether or not more or less individuals will be 
on the rolls with only 6 quarters of coverage in 1953 as compared 
with 1952. There is a special situation there which grew out of the 
fact that the new start was retroactive in a sense, that is, people could 
be picked up even though they had their 6 quarters of coverage any 
time after 1937, so a large number of people with only 6 quarters of 
coverage came on right away, as soon as the amendments were ef- 
fective, and the number that would come on with only 6 quarters in 
1953, therefore, I would certainly think, would be less than the num- 
ber who had come on in the previous years, on the basis of only 6 
quarters 

Chairman Curnis. I might state that shortly after this subcom- 
mittee was appointed we started to receive letters sent to us from 
Congressmen and Senators that they had received from their con- 
stituents, reciting the circumstances and reciting their problems about 
social security. It occurred to me that in those letters there might 
be a number of situations that would throw light on nor onde th: ut 
had arisen out of the various acts of the Congress in amending this 
law. Sometime thereafter I circularized a letter to the members of 
both bodies asking them to send letters that showed specific problems 
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to us. A great many letters have been gone over by the staff, and 
we have picked out some that would illustrate a particular problem 
in the mind of the person back there. Sometimes there might be an 
answer to it and sometimes not, but in reference to new starts and 
old starts the letters of constituents protest 3 types of unequal trea- 
ment resulting from the new starts provided in the 1950 amendments. 

One type of protest concerns the fact that the size of the benefits 
relative to the length of time in covered employment is much larger 
for new starts than for old starts. To illustrate this point I wish to 
read from a letter received by the Honorable Harold C. Ostertag of 
New York from an individual living in Wilmette, Ill, and dated April 
292, 1953, and I quote: 

I take the liberty of calling your attention to one feature of the law as it now 
stands that I think is manifestly unfair and should be corrected, 

In my own personal experience I paid the maximum amount of the social- 
security tax from the beginning of the act on January 1, 1937, to April 15, 1952, 
at which time the company I had worked for many, many years ceased business. 
As I was 67 years of age at the time, I applied for social-security benefits and 
received $68.50 per month until September 1 when the benefit payment was 
increased to $77.10 per month and so remains at the present time. 

I find, however, that a man who may not have come under social security until 
1951, paid the maximum tax until July 1, 1952, and then retired from gainful 
employment at age 65 or more, even iy face of the short period of time during 
which he paid the social-security tax, receives $85 per month. 

Other letters from constituents have protested the fact that survi- 
vors of individuals who have had more than 6 quarters in covered 
employment and who died prior to September 1, 1950, the dividing 
date between the old starts and new starts in respect to survivors, are 
not entitled to benefits, while survivors of some individuals who have 
had only 6 quarters of coverage are entitled to benefits. A letter to 
the Honorable Daniel Reed, of New York, from a lady living in Mon- 
roe, N. C., dated February 7, 1953, and a letter to the lady from the 
Federal Security Agency, dated September 23, 1952, illustrates this 
point, and I quote: 

I should like to bring to your attention one of the inequities of the Social 
Security Act which, I think, should be corrected, and I believe the attached 
letter will explain why. 

From the attached letter from the Federal Security Agency, 
and I quote: 

The new amendments to the Social Security Act do not affect the status of 
individuals who died prior to the date these new amendments became effective. 

Under the provisions of the Social Security Act in effect at the time of your 
husband’s death, he was required to have 15 quarters of coverage but had only 
11. 

A third type of protest involves the fact that in the case of old 
starts, a much longer time has elapsed over which the average monthly 
wage is computed and, therefore, old starts are much more likely to 
have been sick, unemployed, or in uncovered employment during the 
period of time for which their average monthly wage is computed. 

Thus, an old-start beneficiary often is entitled to a smaller benefit 
than a new-start beneficiary when their actual average monthly wage 
when earned is the same. 
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A typical protest along these lines is contained in a letter addressed 
to the Honorable Marguerite Church, of Illinois, from a resident of 
Evanston, [l]., dated June 12, 1953: 

As you undoubtedly know, it is possible for a person who has never engaged 
in gainful employment until age 63! o at that time take a “covered” job at 
$3,600, hold it for 114 years: (6 quarters) and thereby become eligible for the 
maximum social-security monthly payment of $55. 

I will be 65 on October 16, 1954, and have been advised by the Social Security 
Agency that I could retire on April 1, 1954, and receive the maximum monthly 


payment, $85, commencing in October of that year. Should I, for any reason, be 
obliged to stop working prior to April 1, 1954, my monthly checks would be 
smaller than $85, notwithstanding the fact that I have an unbroken record of 


payment on the maximum amount ($38,000 prior to 1951 and $3,600 thereafter) 
since January 1937, when social security was instituted. 

I am not going to call for comments on those letters right now, but 
I wanted to read them as a basis of some of the questioning that will 
be taken up. 

You may proceed, Mr. Counsel. 

Mr. Wrxn. Mr. Ball, what is the minimum number of quarters of 
coverage required for entitlement to monthly benefits by a person who 
was 6314 years or more old on January 1, 1951? 

Mr. Baty. He would have to have six quarters of coverage, Mr. 
Winn. 

Mr. Winn. During what years must such a person have earned 
these quarters of coverage ? 

Mr. Batu. He may have earned them at any time after 1936. 

Mr. Winn. When the new start was permitted under the 1950 
amendments, how many aged individuals who were not previously 
eligible for benefits, became automatically eligible for monthly bene- 
fits, without these individuals working any more in covered 2m- 
ployment ? 

Mr. Baty. It is estimated there are about 675,000 in that group. 

Mr. Winn. What was the average monthly benefit being paid as of 
a recent date, say December 1952, to individuals who, prior to the 
1950 amendments, were not eligible for monthly benefits, and with the 

assage of the 1950 amendments, were automatically eligible? 

Mr. Batu. I am sorry I do not have the figure for December 1952, 
Mr. Winn. For June of 1952, under the 1950 amendments, the figure 
would have been $25.17. But under the 1952 amendments it was raised 
$5, and roughly around $30 would be the figure. 

Mr. Wixn. Mr. Chairman, at this time I would like to have intro- 
duced into the record and marked as “Exhibit 88” a table entitled 
“Comparison of Benefits Under Old Start and New Start.” 

These are computations based upon the statute, which were made 
by the staff of this subcommittee. 

Chairman Curtis. Without objection, it will be so received. 

(The chart referred to, marked “Exhibit 88,” follows:) 
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EXHIBIT 88 
TABLE 55.—Comparison of benefits under old start and new start 


I. 6 QUARTERS 


( I l 1 N I 
r Dy 7 t ( 
Ear S per qua 
M hlv } Mo l Em 
{ t PICA FICA ’ 
SUK 3229 $85.0) $x 
$7 iM Q 7 f 
$450 4 
$ 2 { 4 
Il. 56 QUARTERS 
‘ a 137 New I ’ t 
’ ] » ( 
Ea per qt 
M ly Employee Monthly Employ 
fit FICA tax benefi FICA taxes! 
$900 4 $77. 10 4 $435 $85. 00 $754 
$750 77.10 | 435 77. i 630 
$450 65 70 | 2t 62. i | 378 
$50 | 25. Of | 29 25. Of 42 
At 1 percent rate 1937-49; 14¢ percent 1950. 
*At 1}e percent rate 
’ Assuming that the 6 quarters were spread so that 3 occurred in each of2 calendar years, 
4 Because of continuous employment, only $750 per quarter is taxable and creditable ($3,000 annual maxi 
mum 
Source: Computed by staff. 


Mr. Winn. What is the minimum amount of FICA taxes that 
a person 6314 years or over on January 1, 1951, could have paid and 
still be eligible for monthly benefits ? 

Mr. Bauxi. That is $3, Mr. Winn. 

Mr. Winn. Now, if he had earned these quarters in 1951 or 1952, 
what is the minimum amount of FICA taxes that he could have paid 

Mr. Batu. $4.50. 

Mr. Winn. What would the monthly retirement benefit that a per- 
son would be eligible for be ? 

Mr. Baru. $25, Mr. Winn. 

Chairman Curtis. That $4.50 is the total of employee’s taxes ? 

Mr. Batu. Yes, Mr. Chairman. This is the extreme case. 

Chairman Curtis. Yes; 1 understand. 

Mr. Winn. Would the survivors or dependents of this individual 
who has paid a total of $3 in FICA taxes also be entitled to bene- 
fits, whose amounts would be based on his monthly retirement benefit 
of $25? 

Mr. Batu. Yes, Mr. Winn. 

Mr. Winn. What is the maximum amount of taxes that a person 
6314 years or over on January 1, 1951, could pay on 6 quarters of cov- 
ered wages ¢ 

Mr. Batu. $81. 

Mr. Winn. What is the monthly retirement benefit that such a 
person would be entitled to? 

Mr. Batu. $85. 


$8458—54—pt. 4—15 
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Mr. Winn. Using the life expectancy tables for white males in the 
United States, which estimate 13 years of life at age 65, what is the 
expected value of this individual’s future retirement benefits, assum- 
ing that the individual is not married ¢ 

Mr. 3aLL. On a value basis, discounted for the interest factor at 

, percent, that would be approximately $11,000. 

a. Winn. How much in FICA taxes has a man who has worked 
steadily in covered employment from January 1, 1937, to June 1953, 
or 151% years, for $250 a month paid? 

Mr. Batu. For the employee himself? 

Mr. Winn. Yes. 

Mr. Baw. $547.50. 

Mr. Winn. Now, what is the monthly benefit payable to a man at 
65 years of age on July 1, 1953, who has worked steadily in covered 
employment from January 1, 1937, through June 1953 at $250 per 
month ¢ 

Mr. Bau. $77.50. 

Mr. Winn. Now, if this man should decide to continue to work 
in covered employment, what amount must he earn and for how long, 
in order to receive when he retires the maximum amount of $85 
a month, as is received by new start maximum beneficiaries. 

Mr. Batu. Under the present law, Mr. Winn, he never could quite 
get to that maximum amount. The fact that he has had $250 
previously would mean that, of course, no matter how long he earned 
at the maximum of $300, the aver age would not quite come up to it. 

Mr. Winn. Suppose an individual had worked 24 quarters, or 6 
years, in covered employment, from January 1940 to January 1946, 
and died on January 1950, just before reaching age 65. Would his 
widow, upon reaching age 65, be eligible for an old-age benefit ? 

Mr. Batt. No. In the example you give he would not have met 
the insured status requirement in effect at the time he died. He would 
have been required to have 26 quarters of coverage, and he actually 
had 24, 

Mr. Winn. Suppose an individual with exactly the same wage 
record, that is, 24 quarters, or 6 years, in covered employment from 
January 1940 to January 1946, died in January 1951, just before 
reaching age 65. Would his widow upon reaching age 65 be eligible 
for an old-age benefit ¢ 

Mr. Batu. Yes, Mr. Winn. 

Chairman Curtis. That is by operation of the 1950 amendments, 
is it ¢ 

Mr. Batu. Well, it is by operation of the fact, Mr. Chairman, that 
in the 1950 amendments the cases of people who had already died 
prior to September 1, 1950, were not picked up and there was really 
no going back and giving benefits to that group. 

My understanding is that that was lar gely an administrative matter 
and followed the precedent in 1939 when survivors’ benefits started. 
Again, in 1950 as in 1939, the act did not go back in the case of indi- 
viduals who had already died. 

Chairman Curtis. But the net result of it is that in the so-called 
unprotected aged, there are widows whose husbands had substantial 
periods of covered employment, and in this case you have cited it was 
6 years. The controlling factor, so far as they are concerned, is the 
date of death. That is what the people back home understand. We 


wees, 
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can explain the technicalities of the law, but so far as the citizen 
understands it, the only difference is the date of the death? 

Mr. ae That is correct, Mr. Chairman. 

Mr. Winn. Mr. Ball, suppose an individual had worked 6 quarters, 
and had 1% j years in covered employment, January 1951 to June 1952, 
and died in July 1952, just before reaching age 65. Would his widow 
upon reaching age 65 be eligible for an old- age benefit # 


Mr. Banu. Yes ; she would. 


Mr. Winn. Do you not think that the widow whose husband had 
paid a tax on 6 years of wages and did not receive an old-age benefit 
might feel that she was unfairly treated as compared to the widow 
whose husband had paid tax on only 144 years of wages, who did 
receive such an old-age benefit ¢ 

Mr. Baxi. I think it is quite possible that she would feel that way, 
Mr. Winn. Borderlines like that are inevitably created by fixed 
starting dates, and people who fall just over one side of it, I imagine, 
do feel—as some of their letters indicate—that they have been unfairly 
treated. 

Mr. Winn. Mr. Ball, can you tell us why the 1951, so-called, new 
start was adopted ¢ 

Mr. Bau. In answering that question, if the chairman will permit 
me, 1 would like to read the reasoning that is in the Senate report on 
this new-start provision, since the provision we now have came in on 
the Senate side. Would that be agreeable, Mr. Chairman? 

Chairman Curtis. We would be glad to have it. It is not long, is it? 

Mr. bau. It is four paragraphs. 

Chairman Curtis. I think that we had better have it. 

Mr. Batu. This is on page 22 of Senate Report No. 1669, Social 
Security Act amendments of 1950, 8lst Congress, 2d session : 


Persons whose occupations have been excluded from coverage under the pres- 
ent program will sulier serious disadvantage after coverage is extended unless 
such an alternative is permitted. Otherwise, a worker who has been in an 
employment hitherto excluded from coverage will always be penalized for his 
former lack of coverage since, in effect, his wages from newly covered employ- 
ment will be averaged over all the months elapsed since 1936 or since he reached 
age 22, if later. His low average wage, in turn, will result in a low beuetit 
aluount, 

Your committee believes that an appropriate way to eliminate this handicap 
for newly covered groups would be to have their average wages computed from 
the date of the coverage extension, just as the average wage now disregards 
periods before January 1, 1937, for those in employments first covered as of that 
date. Since lurge numbers of workers have been in both covered and non- 
covered employment, however, it would be almost impossible to establish a sound 
basis for determining which individuals should be treated as belonging to a 
newly covered group. The opportunity to profit from the provisions designed for 
the newly covered groups must therefore be open to all persons. 

Unless previously covered workers also have the alternative of a “new start,” 
many will fare worse than those newly covered, since the relatively low wages 
paid in the later thirties and early forties will tend to reduce their average wages 
and thus yield benefit amounts lower than those of newly covered persons in 
comparable jobs. Accordingly the “new start’ average wage should be made 
available to all those with six quarters of coverage after 1950. 

Some insured persons will have little or no covered employment after the date 
coverage is extended; others will have too small an amount to form a fair basis 
for determining an average; and others may have employment after the “new 
start’ and wa.es much lower than their previous earnings. The starting point 
of January 1937 specified in the present law should therefore be retained as an 
alternative, aid the individual worker’s average wage computed from that date 
if it gives a higher benefit amount than would the “new start” period. 
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I would also like to refer, though I would not read it since it would 
be too long, to an explanation that appears on page 31 of the same 
document. It expresst and expands some of the same ideas. 

Mr. Minus. Mr. Chairman, I would like for that to be in the record 
at this point, because there is one sentence in particular that I think 
Mr. Ball should read to the committee. 

Perhaps I should read it: 

In a contributory social-insurance system, as in a private pension plan, workers 
already old when the program is started should have their past service taken 
into account. 

That is the opinion of the Senate Finance Committee, as expressed 
in the report, as an adit onal justification, I take it, for this new-start 
idea. 

Is that right, Mr. Ball? 

Mr. Batu. I believe so, Mr. Mills. 

Mr. Mir.s. Similar recognition is also given in private pension 
plans, too: is it not ¢ 

Mr. Bauw. Yes. This problem is one that faces any group starting 
out to form a retirement system. That is, the problem of the treat 
ment of workers who are alrea ly old when the syste m goes into effect. 

Mr. Mrius. Is that true in civil service? 

Mr. Bauy. Yes. The civil service system had the same problem 
when initiated. 

Mr. Mitzs. How does the Reed bill propose to treat these 10-million- 
plu ee that would be covered for the first time ? 

Mr. Baru. The provision in this bill 1s somewhat different from a 
new start. The proy ision In this bill is to vidvon out from the computa- 
tion of the average monthly wage the 3 years that are the lowest for 
an individual. Now, this means that new ly covered persons, if the 
coverage were extended at the ibeaidnasinte of 1954, would use up those 


2 vears right awav, because they would a blanks in 1951 and 1952 
end 1953. All other workers who had been under the program longer 


would have something of a preferred position over those newly covered 
people by reason of being able to use the 3-year dropout period to 


take care of some years of unemployment, sickness, or low wages, some 
of the things that the chairman has been pointing out. 

Mr. Miuus. Since, as I told you, I have not read the bill, I do not 
understand that exactly. ‘Take the case of a doctor, or a farmer, or 


anyone newly covered under the bill. He is 68 years of age and will 
retire in a year or two. The tax has been collected from him under 
the bill. What will his situation be? That isa new start. Dropping 
out 3 years does not help him any. 

Mr. Bau. Technically, in this case you would list the wages after 
1950, and then you would drop out the 3 years that were the lowest. 
In his case he would not have any wages in 1951, 1952, and 1953. In 
order to be eligible for the benefit he would have to have covered earn- 
ings in at least 2 years after 1953. He would have to work in 1954 and 
1955. The Reed bill does not change the eligibility requirements. 
They are the same as they are now, a minimum of six quarters. It is 
only the average wage computation that is affected. 

Mr. Mirrs. You have answered my question now. Six quarters of 
coverage can be sufficient under the Reed bill ? 

Mr. Bau. For people who are now 6314 or more. 
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Chairman Curtis. The problem on which I was going to make an 
observation is this: Without the principle of new starts, you have some 
cases just outside the benefit provisions of the old start; do you not? 

Mr. Batu. Yes, Mr. Chairman. 

Chairman Curtis. When you adopt the principle of the new starts, 
you have another group just outside the new start; have you not? 

Mr. Baty. Yes, Mr. Chairman. 

Chairman Curtis. That is, in each of those groups of outsiders, you 
have people who have had more covered employment and paid more 
taxes than some people just inside the line, will you not? 

Mr. Batu. I think that isa fair statement, Mr. Chairman. 

Chairman Curtis. You may proceed. 

Mr. Coorrer. Mr. Chairman, is it not always true that when you have 
to fix a date or fix an amount you find some people just on either side 
of the date or either side of the amount ? 

Mr. Batu. I know no way out of that, Mr. Cooper. 

Mr. Coorrr. Certainly. 

Chairman Curtis. You may proceed. 

Mr. Winn. You mentioned private pension plans, Mr. Ball. Can 
you tell us whether or not the private pension plans in connection with 
workers already old normally use the wage prevailing at the time the 
older worker enters the plan, or do they not attempt, in giving credit 
for past service, to reflect the worker’s actual wage during the prior 
years ¢ 

Mr. Batu. Ordinarily they give past-service credits. Although 

n some plans these credits are based on records of actual earnings in 
the past, more generally the credits are based on earnings in the year 
in which the plan is established or some other recent year or years, 
Phe Senate Finance Committee report, right after the part that Mr. 
Mills quoted there, comments on that point, and they say: 

The unavailability of records of past service prevents giving actual credits 
under old-age and survivors insurance for employment and wages before the 
coverage becomes effective, but eligibility requirements, and the benefit formula 
can and should take prior service into account presumptively. 

Mr. Winn. When the law created the new start, did it not create, 
from another point of view, new inequities; for example, in the case 
already considered of the 2 widows, 1 whose husband had 24 quarters 
of coverage and the other 6 and yet only the latter was eligible for 
benefits ? 

Mr. Batt. Yes. That point I believe has been made, Mr. Winn. 
The real problem is, again to quote the Senate Finance Committee, 
that: 

Considerable administrative difficulty would arise if the new eligibility require- 
ments were made applicable for survivors of individuals who died before the 
amendment of the law. 

Mr. Winn. If a man had earned 6 quarters of coverage some time 
during 1937 to 1939 and had been 65 years old in Dee ember in 1939, 
would he have been eligible for a retirement benefit at age 65 ? 

Mr. Baxu. Yes; he would have been eligible for retirement benetits 
starting January 1, 1940. 

Mr. Winn. If a man had earned 6 quarters of coverage some time 
during 1941 to 1948 and had become 65 in September 1950 or later, 
would he have been eligible for old-age retirement benefit at age 65% 
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Mr. Baxu. If that individual was living on September 1, 1950, he 
would have become eligible for old-age retirement benefits. 

Mr. Winn. If the man had earned 6 quarters of coverage some time 
during 1941 to 1948 and had become 65 in September 1950 or later, then 
he would have been eligible, as you have just stated, for the old-age 
retirement benefit at that time ? 

Mr. Batu. Yes; providing he attained age 65 prior to July 1, 1954. 
After that date, of course, he would need more than 6 quarters. 

Mr. Winn. Would you then say that eligibility for a retirement 
benefit at 65 years of age has been dependent partly upon the date of 
one’s birth ? 

Mr. Batu. Yes, sir. 

Mr. Winn. Would you agree that every time a new start is created 
in order not to treat unequally the aged and near aged working in newly 
covered jobs, that the new start at the same time creates new possibili- 
ties of uneven treatment of other individuals? 

Mr. Batu. It certainly is true that when coverage is extended to a 
sizable group, as was done in 1950, or as recommended now by the 
President and the Department, some arrangement has to be made to 
avoid the disadvantages that the new group would be under. Also 
consideration must be given to the relationship between them and 
the people presently covered in the program. Certainly, any methods 
that have been suggested do result in a disturbance of the benefit- 
contribution relationship that previously existed, and I think this 
is one of the very strong reasons why it is important to bring in large 
groups of workers at one time and not have a series of such ar- 
rangements. 

Mr. Winn. What you are saying is that you think there should be 
just as few new starts as possible ? 

Mr. Bau. Not just the new start, but also an arrangement like this 
dropping out of the lowest 3 years, which is not really a new start 
although it has somewhat the same purpose. 

Mr. Winn. If a man had worked some time during 1937 to 1949 
in covered employment for 6 quarters for a monthly wage of $250 
and reached the age of 65 on December 31, 1950, what would be the 
amount of the retirement benefit for which he would be eligible? 

Mr. Batu. If he had his earnings in, say, 2 years, and I say that 
because the increment factor is important back at that time, and filed 
his application in December of 1950, his benefit would now be $27.90. 

Mr. Winn. Now, if another man had worked in covered employ- 
ment from January 1, 1951, to June 30, 1952, or for 6 quarters, for a 
monthly wage of $250, and reached the age of 65 in July 1952, what 
would be the amount of his retirement benefit at age 65 ? 

Mr. Bauu. $77.50. 

Mr. Winn. Why does the man in the first instance receive a re- 
tirement benefit of $27.90 while the man in the second instance re- 
ceives $77.50 per month? 

Mr. Bax. I think that factor is really the regularity of the earn- 
ings over the period considered, rather than the total earnings 
during the time. In the case of the man who qualifies for the benefit 
of $77.50 on the basis of wages after 1950, he has wages in the first 
year and a half which are accepted as indicative of his wage level, and 
the benefit formula is applied to that. 
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In the case of the man who gets $27.90 it is based on wages after 
1937 and the record shows that during the period measured he was 
employed only intermittently under the program. So, on an average 
basis of course, the benefit is less. 

Mr. Winn. Of course, the man who gets $77.50 may have been em- 
ployed just as intermittently as the man who gets $27.90% 

Mr. Batt. Back in that early period ; that is correct. 

Mr. Winn. Here again, when you compare this system with the pri- 
vate pension plan, you said that the reason for being forced to say 
that we assumed there was no intermittency and we assumed there 
were no gaps, and assumed that the wage in the earlier days was at 
least as high as the six quarters, was in effect because of the unavail- 
ability of these earlier records? 

Mr. Baxt. I agree with part of what you said, certainly, Mr. Winn. 
I am not quite sure that it is correct to say that it is an assumption that 
the individual earned regularly the same amounts in the past as under 
the new start. The effect is as if you did assume it. I will agree 
with you there. 

I think it is rather that the new start basis for the average monthly 
wage begins with the problem of newly covered workers, who have no 
covered wages in the past and there is no way to get a wage record for 
them. So it seems to me that Congress decided to base the benefits 
on the only period that was available to them, not necessarily making 
assumptions about the past. 

Chairman Curtis. Mr. Ball, we have worked you hard here. I think 
we will take a 5-minute recess. 

(A short recess was taken.) 

Chairman Curtis. The committee will come to order. You may 
proceed, Mr. Counsel. 

Mr. Wriyy. Mr. Ball, in your opinion, is it the usual pattern that 
the wages in the last 6 quarters of the man’s employment will be the 
same as the average wages during the past quarters of the man’s career ? 

Mr. Batt. No. I would think that would be quite unusual, Mr. 
Winn. 

Mr. Winn. Now, this method of computing the average monthly 
wage of the old start individual does not assume a similar relationship 
between his most recent wage, say in the last year and a half, and the 
OASI retirement benefit which he will get, does it ? 

Mr. Baty. No, Mr. Winn. 

Mr. Wry. Is it reasonable to assume that many older people, whose 
average monthly wage is computed from January 1, 1937, until the 
time they are 65, are likely , during that period of time, to have either 
earned less than they did during the last 6 quarters that they worked 
in covered employment, or that ‘they were even for some months actu- 
ally not working in covered employment at all? They may have been 
sick or unemployed. Is that not true? 

Mr. Batu. That is a reasonable assumption. 

Chairman Curtis. I want to read at this point in connection with 
the recent questions, a letter addressed to me from a lady in Oakland, 
Calif., dated July 20, 1953: 

In 1987 my salary was $125 but as the years progressed through the war period 


my salary, like all others, was increased from time to time until, in 1945, my salary 
was $250 and, at time of retirement, $300 a month. 
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Now, my position is this: The 1950 amendment grants to the retired worker 
(covered) a check based on present high salaries, beginning with a minimum 
iS months’ contribution to the fund, while I, like many others, have con- 


-ibute d to this fund for 12 years; but my average has been pulled down to a very 
w figure because of low salaries paid at the beginning of the operation of the law. 
That lady’s case illustrates just what we have been talking about, does 
t not, Mr. Ball ? 

Mr. Batu. Of course it is true, Mr. Chairman, that the conversion 
table did vive some recognition to the rise in wages that had taken 
place. 

Chairman Curtis. But not to the extent that the “1 

You may proceed, 

Mr. Winn. If individuals had had lapses in covered employment, 
their average monthly benefit which was based on their average wage, 
computed over a per nd of time wot ld then reflect the fact that during 
Some months t they had ear ned no wages n cove red employment and it 
would, therefore, be lower than the average monthly benefit of the 
new start individual who has earned the same monthly wage during 
the minimum 6 quarters of coverage required, and for whom it is 

ssumed that he had no previous periods of, say, unemployment of 


sickness ? 


Mr. Baru. Yes, Mr. Winn. 

Mr. Winn. Would you agree that the longer the lapse of time over 
which the average monthly wage is computed, the greater is the 
chance for an individual’s average monthly wage which he has earned 
while working in covered employment to be higher than his computed 
ay ive monthly wage ¢ 

Ir, Batu. In general, I would say Paes? although at the same time 
it should be kept in mind that the longer the period that you are 
figuring the average monthly wage over, the less significant is any 
given amount of time taken out of that average wage. 

The effect of a few months of sickness in a 40-year average is very, 
very slight, if noticeable, while, of course, it can make a big ry 
ference in a short run. 

Mr. Winn. It will still take him below the maximum ? 

Mr. Bauu. Yes. 

Mr. Winn. Over how many years would a average monthly wage 
of a young person, say 25 years old today, be computed, for purposes 
of determining his retirement benefit ? 

Mr. Baru. About 42 or 43 years. 

Mr. Wixn. Referring to exhibit 88, consider an individual who had 
earned for 6 quarters $300 per month in covered employment some 
time prior to January 1, 1951, the date of the new start. What is the 
monthly benefit which he would receive upon retirement at age 65 on 
December 31, 1950, assuming that his 6 quarters of coverage was 
spread so that no more than 3 occurred in any calendar year? 

Mr. Bau. If he had his earnings, say, 2 years, and filed his applica- 
tion in December of 1950, his benefit would now be $32 

Mr. Winn. Would it make any difference if he fled on January 1 
of the succeeding year ? 

Mr. Bary. No, it would make no difference. His quarter of first 
eligibility would be used in computing the benefit. 

Mr. Winn. Could you give me that figure again ? 

Mr. Bau. $32. 
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Mr. Winn. How many dollars in FICA taxes would such an in- 
dividual have paid, Mr. Ball? 

Mr. Bau. $54. 

Mr. Wry. Is it possible that under any other assumptions of (1) 
wages earned and (2) when the six quarters in covered employment 
were earned in the period 1937-50, that an individual’s benefit might, 
upon retirement in Dec ember 1950, be higher ¢ 

Mr. Batu. Yes; it is possible to make it slightly higher by spreading 
the earnings over 6 years, SO that you get an increase in the increment 
factor. Ac tually you could increase that benefit by a dollar, moving it 
up from $32 to $33. 

Mr. Winn N. If this individual had reached 65 years of age and had 
retired prior to December 1950, what would be the date on which he 
would have had to be 65 years in order to retire at 65 years on the 
highest possib le monthly benefit 2 

Mr. Bax. January 1940. 

Mr. Winn. Would it be correct to state that an individual’s age in 
reference to both the old-start and new-start dates determines the 
size of the individual’s retirement benefit at age 65, and survivor bene- 
fits, depending upon his wage records? 

Mr. Bau. It is at least one very important factor. That is, with 
a given total of earnings, the benefit will vary, depending on the 
individual's age and the periods in which he has the earnings. 

Mr. WINN. ‘W hat is the highest monthly benefit payable to an indi- 
vidual who worked 6 quarters in covered employment from January 
1, 1951, to June 30, 1952 ? 

Mr. Baru. $85. 

Mr. Winn. How many dollars in FICA taxes would such an indi- 
vidual pay! ? 

Mr. Bauu. $81, if an employee. 

Mr. Winn. If an individual has earned for 6 quarters, $150 per 
month during 1937 to 1949 and retired at the age of 65 on December 
31, 1950, what would his monthly retirement benefit be ? 

Mr. Batu. $25. 

Mr. Winn. What amount would he have paid as FICA taxes? 

Mr. Bau. $27. 

Mr. Winn. If another individual had earned for 6 quarters $150 
per month from January 1951 through June 30, 1952, and retired at 
the age of 65 on June 30, 1952, what would be the amount of his 
monthly benefit? 

Mr. Baui. After the enactment of the 1952 amendments it would 
be $62.50. 

Mr. Winn. How much would he have paid in FICA taxes? 

Mr. Baru. $40.50. That is the wage earner himself. 

Mr. Winn. The above examples point out the en differ- 
ences in the total amounts of retirement benefits and/or survivor 
benefits, accruing on two individual’s wage records, whereas the only 
difference in the wage records is one of timing, and the difference in 
the total amount of employee tax paid is insignificant. 

It would appear from exhibit 88 that many such comparisons be- 
tween two individuals whose monthly benefits were computed in one 

case under an old start and in anther case under the new start, may 
be made. Is that not correct, Mr. Ball? 
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Mr. Bau. Yes; in general it is correct. However, I would like to 
point out, Mr. Winn, “that the difference is not solely a question of 
timing. In the examples of the old-start formula where an individual 
had only 6 quarters of coverage in 4 years, he either has most of his 
employment in noncovered work or is not regularly employed at all, 
whereas in a new-start case for the period me ntioned the individual is 

regularly employed under the program. It is a matter of regularity 
during the period measured that I think ought to be brought to 
attention. 

Mr. Winy. Isn’t the period of measuring in both cases six quarters, 
Mr. Ball? 

Mr. Batu. No; I would not say so. I would say in the old-start case 
the period of measurement is from January 1, 1937, up to the time of 
filing an application or of first eligibility, while in the new-start case 
the measurement begins after 1950. 

Mr. Winn. Yes, but there were six quarters of coverage in both 
locations. 

Mr. Bau. Correct, six quarters of coverage. 

Mr. Winn. And the method of computing the monthly benefits 
under the new start assumes, then, that the past earnings of the cur- 
rent new-start individual were (1) always equal to or greater than 
what they earned during a short period in coverage, in this case 6 
quarters in 1951 and 1952 and, (2), that these individuals have had 
no past periods of sickness, unemployment, or work in uncovered 
employment, and I am willing to make the charge that the effect is 
as if that were assumed, Mr. Ball. Is that correct? 

Mr. Batt. Yes, Mr. Winn. I would think that the Congress really 
decided that the earnings status for the period after the new start, 
even though that period was short, would have to be taken as repre- 
sentative of the individual’s earning pattern. I would not want to 
say that they made those other specific presumptions though, as you 

say, I will agree that the result is the same as if they did do that. 

Mr. Wiyn. In section IT of exhibit 88, it assumes that one individual 
worked continuously in covered employment for 56 quarters before 
the new start, and the other worked continuously in covered employ- 
ment for 56 quarters after the new start. 

What is the monthly retirement benefit of the individual who earned 
$250 per month in the 56 quarters of 1937-50, and retired at age 65 on 
December 31, 1950? 

Mr. Batu. $77.10. 

Mr. Wrxn. What is the monthly benefit amount of the individual 
who earns $250 per month in the 56 quarters of 1951 to 1964 and 
retires at age 65 on December 31, 1964? 

Mr. Batu. $77.50. 

Mr. Winn. What is the total amount of FICA taxes paid by 
this latter individual? 

Mr. Bau. I believe the chart assumes this is entirely at the 114- 
percent rate, does it not? 

Mr. Wry. Yes. 

Mr. Bary. $630. At the rate scheduled in the law the amount 
would be $870. 

Mr. Wixn. What is the total amount of FICA taxes paid by 
the individual who earned his 56 quarters prior to the new start? 

Mr. Batu. $435. 














) 
| 
{ 





ated tha sem sale ion 


| 
| 
| 








ANALYSIS OF THE SOCIAL SECURITY SYSTEM 667 


Mr. Wiyv. Is it true that, because of the change in the tax rate on 
January 1, 1950, from 1 percent to 1.5 percent the taxes paid by a new- 
start individual in all cases would be higher than an old-start individ- 
ual who earned the same amount of total covered wages? 

Mr. Batt. It is true, yes. 

Mr. Winn. Would you agree that the difference in size in the 
monthly benefit for which they are eligible has no consistent relation- 
— to the difference in the amount of tax paid by the individual 
under fhe old start as compared to an individual under the new start ? 

Mr. Bat. Yes, I would agree. I might mention that, as I under- 
stand it, Mr. Winn, there was no intention, for workers retiring in the 
earlier years of the program, to relate the size of the monthly benefit 
directly to the amount of tax paid; that the intention was rather to 
relate the size of the benefit to the wage loss incurred, measured by 
an average wage over the periods that seemed appropriate to the vari- 
ous cases. 

Mr. Winn. As a matter of fact, admitting what you have just said, 
nevertheless, looking at this table as a whole, is it possible to pick out 
numerous cases where an employee paying a small amount of 
FICA taxes receives a larger benefit than some other individual who 
has paid a greater amount of FICA taxes? 

Mr. Batu. Yes, sir: that is correct. 

Mr. Winn. If no further new starts are created by legislation, 
would the type of unequal treatments pointed out here gradually 
disappear ? 

Mr. Batu. Yes. 

Mr. Winn. How many years would have to elapse before all indi- 
viduals would receive an amount consistent with what other indi- 
viduals would receive, in relation to the amount of FICA taxes paid? 

Mr. Batu. Before we reach the situation in which absolutely all 
individuals would receive an amount consistent with what other indi- 
viduals would receive, as you state in your question, we have to reach 
the situation in which we deal only with young persons entering the 
system after 1970. 

Mr. Winn. Would you agree that whenever some uncovered jobs 
are brought under OASI coverage, there is an argument for creating 
another new start? 

Mr. Batx. Yes, or for some other way of meeting the same problem 
the new start is designed to meet, such as the dropout provision I have 
described. 

Mr. Winn. Would you explain why that is true, Mr. Ball? 

Mr. Batu. Well, because the same problem exists with newly cov- 
ered workers in the future as existed for newly covered workers at 
the time of the 1950 amendments. I think that whenever a new 
group is brought in, it will probably be thought desirable not to handi- 
cap them by computing the average monthly wage over a long period 
in which they did not have an opportunity to be in covered employ- 
ment and earn wages under the program. 

Mr. Mnius. Mr. Chairman? 

Chairman Curtis. Yes, Mr. Mills. 

Mr. Murs. What you are alluding to, Mr. Ball, as I understand it, 
is that without the new start in the 1950 law, the self-employed indi- 
vidual would have had his average income computed on the basis of 
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the years intervening from the social-security program’s initiation in 
1937, 13 years, in which he was not entitled to coverage or did not 
have the responsibility of making the payments to the fund? 

Mr. Batu. Yes, Mr. Mills. 

Mr. Mixxs. In other words, had he come in and had 6 quarters of 
coverage, the amount of earnings for the 6 quarters would have been 
divided by all of the quarters intervening between the time of his 
retirement and 1937? 

Mr. Batu. That is correct, Mr. Mills. 

Mr. Mirus. Which would have meant he could not have qualified 
for more than the minimum? 

Mr. Batu. That is correct. 

Mr. Mus. There is also a problem of eligibility involved there? 

Mr. Baui. Yes. The new start in 1950 was on both eligibility and 
on average monthly wage. 

Mr. Mitts. Yes. 

Mr. Wryn. If simultaneously with the extension of OASIT coverage 
another new start was adopted, would it also probably create a new 
series of unequal treatments similar to those already described, Mr. 
Ball? 

Mr. Baui. By unequal treatment, I presume you mean the differ- 
ences in benefit-contribution relationships? That certainly is true, 
if exactly the same kind of new start were used as in 1950, 

Mr. eax Right at that point, do you characterize it as unequal 
treatment? The question characterizes this as unequal treatment. 
Is that. your opinion? 

Mr. Batu. It is unequal treatment, I would say, Mr. Mills, in the 
sense that for the mae contribution, people receive different benefit 
amounts because of other varying circumstances. It is unequal treat- 
ment in that sense. That does not necessarily mean that it was not 
desirable. 

Mr. Mitus. There was never anyone who could suggest a way—at 
least not to our committee at the time—by which we could bring in 
these individuals without this so-called unequal treatment. It was 
purposely done by Congress to take care of a well-recognized problem. 

Mr. Batu. That is correct. 

Chairman Curtis. I think it is fair to say that what we are getting 
at here is not that under the law as written anyone was discriminated 
against administratively. That certainly we are not implying. 
Neither are we implying that the Congress set out to create unequal 
treatment, but, as we look back over the series of amendments and 
changes by the Congress, situations have arisen where unequal treat- 
ment has resulted, both when you compare taxes paid to benefits, and 

when you compare total amount of covered employment with the 
covered employment of other people. 

Mr. Bau. Using those criteria. 

Chairman Curtis. That is what we refer to. There is no implica- 
tion that anyone has received unequal consideration by the adminis- 
trative agencies. Neither is there any implic: ation that the Congress 
set out to create unequal situations. But, some of them have arisen, 
when you compare by the criteria which I just stated. 

Are there any questions, Mr. Goodwin ? 
Mr. Goopw1n. No questions, Mr. Chairman. 

















| 
| 
| 


is mascichaca ns 


aati <etaceaetaat 


pO ei on NR 





ANALYSIS OF THE SOCIAL SECURITY’ SYSTEM 669 


Chairman Curtis. Have you anything further, Mr. Mills? 

Mr. Mitts. No, sir. 

Chairman Curtis. Mr. Ball, again we thank you for your patience 
and your helpfulness. 

I think that we have one more major session to do on one other phase 
of the question. That is, the retirement test and eligibility. 

We thank you, Mr. Packer and Mr. Bartlett, very much. 

Mr. Batu. Thank you, Mr. Chairman. 

Chairman Curtis. The committee will stand adjourned until Mon- 
day morning at 10 o’clock. 

(Whereupon, the committee recessed, to reconvene on Monday, 
November 23, 1953, at 10 a. m.) 


x 





